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A 7,000,000 HP 
Success Story 


Interior view of spiral casing at Norris Dam 


Achievements of Newport News personnel in rated output in excess of 7,000,000 horsepower. 
designing and building water power equipment 
during the past thirty years reflect a high integra- 
tion of skill and production facilities. 


Other essential equipment including penstocks, 
spiral casings, valves, pumps, gates and rack rakes 
are also designed and built by Newport News. 
Answering demands for hydraulic turbines rated 

as high as 165,000 horsepower and as low as An illustrated copy of our booklet entitled, 
500 horsepower, this trained organization has “WATER POWER EQUIPMENT,” will be sent 


successfully filled contracts with an aggregate to you upon request. 


SHIPBUILDING AND 
NEWPORT NEW DRY DOCK COMPANY 


Newport News, Virginia 
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10 BEST ANNUAL HEAT RATES 


(Plant Net Heat Rates) 

Btu per kwhr* 
Appalachian Electric Power Co. on the American Gas and 
Electric System— 


Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- 
tion and Divided Furnace Construction. 






KANAWHA 






Indiana and Michigan Electric Co. on the American Gas 


TANNERS CREEK and Electric System— 
Three B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- 


lation and Divided Furnace Construction. 


SE: ALBANY Niagara Mohawk Power Corporation. 


Public Service Co. of New Hampshire— 


SCHILLER Two B&W-built Mercury Boilers. 


DUNKIRK Niagara Mohawk Power Corporation. 


Consumers Power— 
J.R. WHITING Three B&W Radiant Reheat Boilers. 


Appalachian Electric Power Co. and The Ohio Power - 


TERE 


Co. on the American Gas and Electric System— ' 
PHILIP SPORN Four B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- 
lation and Divided Furnace Construction. g 
r 
Detroit Edison Co.— 
ST. CLAIR Four B&W Radiant Reheat Boilers with Gas Recirculation and Divided 
Furnace Construction. 
y, 
EASTLAKE The Cleveland Electric Illuminating Co. it 
R 
Consolidated Edison Co. of New York, Inc.— . 
ASTORIA Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- d 
tion and Divided Furnace Construction. st 
al 
* Federal Power Commission figures ut 
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Appalachian Electric Power Company's Kanawha River Plant on the American Gas and Electric Company System. 





Headed by a record 9170 Btu per net kwhr, these ten 
plants were the most efficient central stations in the coun- 
try during 1953, the most recent year for which complete 
heat rate data are available. 


Reflecting the decision of the electric companies to utilize 
the most recent engineering advances, even during a time 
of critical capacity expansion, the outstanding perform- 
ance of these modern plants is a tribute to the foresight 
of the whole industry. It affords one more indication 


. that the prime interest of this unique team of electric com- 


1955 


panies and their major suppliers lies in producing still 
lower-cost kilowatts for a still greater America. 


B&W Boilers in many of these stations are designed with 
such advances as Pressure-Firing, Cyclone Steam Separa- 
tors, Gas Recirculation and Divided Furnace Construction 
— features which have contributed substantially toward 
the outstanding efficiency levels achieved. Also, all steam 
generating units are equipped with reheaters, a develop- 
ment of major importance in improving plant efficiency. 


Pressure-Firing 


Among the many advantages of this important engineer- 
ing advance, as utilized, for example, by the Kanawha 
River units, is elimination of air infiltration to reduce 
stack loss and assure greater efficiency. Maintenance is re- 
duced and the use of forced-draft fans alone means easier 


starting, smoother operation and simpler controls. These. 


are the reasons why more than 100 Pressure-Fired B&W 
units are now in service or under construction. 
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Cyclone Steam Separators 


Operating inside the steam drum, these simple, stationary 
devices require no power or maintenance and do not take 
up building room. The Cyclone Separators assure positive 
natural circulation at high pressure, and with the steam 
scrubbers, make it possible to send steam of highest purity 
to the turbine. Consequently, turbine efficiency is main- 
tained and turbine outages reduced. 


Divided Furnace Construction 


With this B&W construction, building volume is held 
to a minimum. Both sides of the furnace division wall are 
used to absorb heat and thus make it possible to achieve 
the required furnace cooling surface without excessive 
increase in building volume. 


~~ * + 2 to SS 


The record heat rates set by these leading generating sta- 
tions are closely followed by those of many more plants 
across the country which are producing low-cost kilowatts 
at efficiency levels unattainable just a few years ago. And 
B&W is continuing to devote its energies and its long- 
accumulated experience to the development of boiler de- 
signs that will contribute to still higher levels of steam 
generating efficiency. The Babcock & Wilcox Company, 
Boiler Division, 161 East 42nd Street, New York 17, N. Y. 
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oe of the FoRTNIGHTLY may 
wonder at times why we venture oc- 
casionally into the realm of foreign utility 
operation and regulation. The answer, of 
course, is to demonstrate by comparison 
whether our American way of doing 
things is better or whether we can learn 
something from practices abroad. 





Ir any particular article shows up 
American utility operation or regulation 
in a favorable light, we gain that much 
more confidence in our own institutions. 
And if, perchance, there is something we 
can pick up by way of helpful and useful 
information from other parts of the world, 
it is certainly within our American tradi- 
tion to do so without hesitation due to any 
unwarranted pride in the perfection of our 
own institutions and practices. 


AN interesting development along these 
lines came to our immediate attention re- 
cently, as the result of some comments 
published in these pages about deprecia- 
tion practices for telephone accounting in 
the British Post Office. (See Pusric 
Utivities FortNIGHTLY, February 3, 
1955, issue, page 159.) It was noted there 
that the British Post Office has been aware 
for some time that the accumulation of de- 
preciation reserves, based on instalment 
type accruals keyed to the straight-line 
age life of the original cost of plant, would 
result in making the Post Office use up its 
own capital in operations. This was be- 
cause the depreciation reserve coverage 
for replacement requirements was falling 
progressively behind, every time plant 
units had to be retired. 


As we noted in our pages, British fiscal 
officials labeled the original cost, age-life 
reserve accrual practice as “unrealistic” 
and deliberately set about augmenting the 
depreciation reserve, based on original cost 
amortization with extra accruals, which 
still fell behind, to some extent, in taking 
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c. L. “ROY” DOHERTY 


care of continuous and progressive re- 
placement requirements. 


THIs view clashes, of course, with the 
traditional concept of depreciation ac- 
counting held sacred by many regulatory 
experts in the United States. Editorially, 
we do not presume to pass on the merits 
of the different shades of opinion, or about 
how best to settle this problem—especially 
in view of the differences of opinions 
shown among accounting experts them- 
selves. 


HAT interested us, however, was a 

communication we received from 
Hans A. Heimburger, head of the financial 
division of the Swedish Telecommunica- 
tions Administration, which operates the 
telephone system in that Scandinavian 
country. Attracted by the comments made 
on the British Post Office’s depreciation 
practice, Mr. Heimburger writes to tell us 
“it might interest your readers to know 
that in the Swedish Telecommunications 
Administration allowances for deprecia- 
tion are since July 1, 1951, made on the 
basis of the cost of replacement of in- 
stallations.” 


Mr. HEIMBURGER sent along an English 
edition of the jubilee issue of his adminis- 
tration’s publication, Tele, containing an 
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BEFORE YOU BREAK GROUND 


Appraisal - Budget « 


NEW YORK 


Construction of a new plant starts when the steam shovel takes its first bite of earth. But 
the actual building process begins before you break ground. 


It begins when the need for new plant facilities is recognized and engineers are called into 
action. Then it develops on the drawing board—through plant layouts, working drawings, 
engineering specifications. It requires consideration of engineering and production tech- 
niques—analysis of all factors that must be taken into account before construction can start. 

Ebasco skilled engineers and constructors have experience in every phase of the building 
process—from preliminary planning right up to a plant’s successful operation. This expe- 
rience has enabled Ebasco to complete more than two billion dollars’ worth of new plant 
design and construction for many industries, in many parts of the world. 


The engineering and construction firm you select to design and build your plant may well 
hold the key to its future success. If you are considering such a project, send for our booklet, 
‘The Inside Story of Outside Help.” It describes our engineering and construction 


services as well as the wide range of consulting services Ebasco offers business and industry. 
Write: Ebasco Services Incorporated, Two Rector Street, New York 6, N. Y. 





. fel si ter. Velo) . DALLAS . PORTLAND, ORE. . WASHINGTON, D. C. 


Business Studies - Consulting Engineering - Design & Construction - Financial - Industrial Relations - Inspection & Expediting - Insurance, 


Pensions & Safety - Purchasing - Rates & Pricing - Research - Sales & Public Relations - Space Planning - Systems & Methods - Tax + Traffic - Washington Office 





PAGES WITH THE EDITORS (Continued) 


article by himself outlining the financial 
practices of that government utility serv- 
ice. This article has been digested in this 
issue (page 391). And so, we welcome the 
opportunity of giving our readers in the 
United States another peek into the way 
things are done in the other fellow’s back 
vard. 


INCIDENTALLY, we note that contrary to 
the British Post Office and our own Ten- 
nessee Valley Authority practice, the 
Swedish Telecommunications Administra- 
tion is required to make its own separate 
accounts, independent of general govern- 
nient accounts. Services rendered to other 
government authorities are charged for at 
normal rates and the Swedish administra- 
tion itself has to pay to other agencies. 


a opening article in this issue tells 
how state commissioners are meeting 
the challenge of inflation. The author, who 
stresses the public relations of regulation, 
was last year the president of the National 
Association of Railroad and Utilities 
Commissioners. He is the HONORABLE C. 
L. “Roy” DoHERTY, who has been a mem- 
ber of the South Dakota Public Utilities 
Commission since 1936. Born in Waterloo, 
Nebraska, and educated at Fremont Col- 
lege in that state, ‘““Roy’’—as he is known 
to his many friends throughout the coun- 
trv—came to Rapid City, South Dakota, 
in 1910, where he attended the State 
School of Mines. After a business career 
in Rapid City, during which he served as 
director of the chamber of commerce for 
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PHILIPP H. LOHMAN 


twenty years, president of the Retail Mer- 
chants Association for five years, and 
president of the State Pharmaceutical As- 
sociation for one year. He was elected 
mayor of Rapid City for three terms. Dur- 
ing his service on the South Dakota com- 
mission, he has been active in the affairs 
of the NARUC, serving on its executive 
committee for the past ten years. 


kK *K Kk 


- gpaeeapen Puivier H. LOHMAN, whose 
article on the economics of natural gas 
production controls begins on page 358, 
is anewcomer to our pages, but well known 
in the field of financial and economic writ- 
ing. Since 1945 he has been chairman of 
the department of commerce and eco- 
nomics of the University of Vermont. 
Educated at George Washington Uni- 
versity (AB, ’33) and the University of 
Southern California (AM, °34; PhD, 
°36), he was a research fellow at the 
Brookings Institution, Washington, D. C. 
(’35, °36). His teaching experience in- 
cludes Miami University (Ohio), Uni- 
versity of Idaho, University of Wyoming, 
and the University of Southern California. 
He has also lectured at The National War 
College. He is the author of two books 
and numerous articles in periodicals and 
book reviews, dealing with financial and 
economic matters. He was formerly con- 
tributing editor in business and finance for 
Time, Inc. 


H’’ is Great Britain’s power system, 
which has been socialized for the past 
five years, geared to bear the development 
and transition expense of nuclear power? 
In the second instalment of his 2-part 
series (beginning on page 366) ERNEST 
R. Aprams, New York city financial 
writer, shows that economic conditions fol- 
lowing the war and the need of exports 
have seriously delayed the British Elec- 
tricity Authority’s construction program 
and will continue to do so. 


THE next number of this magazine will 
be out April 14th. 


Ay CihttGn. 
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There’s a Remington Executive type style to suit every business 
...any letterhead ! Choose from over 115 type faces 

available with Remington typewriters to get truly distinctive, 
truly executive-looking letters you’ll be proud to sign. 


For the complete story of how to improve the appearance 
of your correspondence by selecting an appropriate type 
face and letterhead-harmonizing ribbon color, write for a 
free copy of “Just Your Type,” R8685, Remington Rand, 
Room 1379, 315 Fourth Avenue, New York 10, N. Y. 


Remington. Fland. 


THE FIRST NAME IN TYPEWRITERS 
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Coming IN THE NEXT ISSUE 
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ARE PUBLIC POWER PROGRAMS IN THE PUBLIC INTEREST? 


Alexander M. Beebee, president of the Rochester Gas and Electric Corporation, is 
slated to discuss at the American Power Conference in Chicago the principles under- 
lying our public power program. The author feels that they no longer serve the public 
interest, and now result in perpetuating unequal taxation and opportunity of enterprise. 
To correct these inequalities, he proposes three steps: (I) to eliminate the so-called 
preference clause; (2) to make public power self-supporting and free of subsidy; (3) 
to abate the tax avoidance feature of such operations. His article is in substance a 
popularized restatement of his thought-provoking address before the Chicago meeting. 


POSTMEETING REPORTS TO UTILITY STOCKHOLDERS 


MOVING 


With the modern trend to widespread holdings of stocks in public utilities many a 
stockholder finds its inconvenient or impossible to attend the company annual meeting. 
Realizing this, there has been a growing effort on the part of utilities to keep stock- 
holders informed on what has taken place at their annual meetings. In these days, 
of tremendous facility expansion and the concomitant seeking of capital funds, in- 
formed stockholders are real assets. Companies are using many different types of 
postmeeting reports to keep their stockholders informed. Shelly Pierce, financial editor 
of The Journal of Commerce and an able writer on financial topics, has prepared, for 
FORTNIGHTLY readers, a noteworthy account of what utilities are doing along these 
lines. 


PLATFORMS IN NEW YORK SUBWAY TRANSIT 


Ever since a model demonstration two years ago proved the feasibility of a moving 
platform to take the place of the east-west shuttle in mid-town Manhattan, the idea 
of a conveyor belt system has fascinated people interested in transit systems far and 
wide. Colonel S. H. Bingham, executive director and general manager of the New 
York City Transit Authority, first broached this idea of a continuously moving belt to 
carry passengers, to engineers of rubber and belt manufacturing companies back in 
1948. But it took three years to develop a plan on paper that seemed workable ana 
safe. Now New York city is going ahead with this far-visioned plan of moving pas- 
sengers by conveyor belts. Colonel Bingham gives us the story right from headquarters. 


* 


Al $O... Special financial news, digests, and interpretations of court and com- 


10 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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To Master 
What Your 








The "One Step" 
Method of 


BILL ANALYSTS 


: Say! 





The service for faster, more accurate bill analyses in our office 
at a cost lower than in your own, is all described in 


detail in this new booklet. May we send you a copy? 


RECORDING = —-------------------- 
& STATISTICAL 


CORPORATION 


100 SIXTH AVENUE NEW YORK 13, N. Y. 





RECORDING & STATISTICAL CORP. 
100 Sixth Avenue, New York 13, N. Y. 


Send a copy of the “One-Step” booklet to: 


NAME es 





ADDRESS 





CITY. ZONE | | ares 





“YOUR KEY TO BETTER FIGURES” 
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‘There never was in the world two opinions alike.” 


Davip LAWRENCE 
Columnist. 


HaroLtp W. Dopps 


President, Princeton University. 


Ho_MES ALEXANDER 
Columnist, Los Angeles Times. 


BENJAMIN F, FarrLeEss 
Chairman of the board, United 
States Steel Corporation, 


EDITORIAL STATEMEN’ 
The Wall Street Journal. 


KEITH FUNSTON 
President, New York 
Stock Exchange. 


KeirH S. McHucGu 


President, New York Telephone 


Company. 


GEORGE GRANGER BROWN 
Dean, college of engineering, 
University of Michigan. 


RAYMOND R. Paty 
Director, Tennessee Valley 
Authority. 





—MOonNTAIGNE 





“Confiscation is the goal of the Socialists.” 


¥ 


“Ideas do matter. They become the public opinion of 


tomorrow.” 
- 


‘... the folly of overreaching for power—the thou- 
shalt-not-covet Commandment—has been validated again 
and again and again.” 


> 


“There is nothing new about automation except the 
word itself. The facts of automation, and the mechanics 
of it, are older than our own American Republic.” 


¥ 


“There can be little hope of a successful onslaught on 
chaos and cost until the underlying issue of the welfare 
state and its twin, big government, is squarely faced.” 


¥ 


“In the future, as in the recent past, our major objec- 
tive will be to provide people everywhere with the op- 
portunity to own shares in American business, on a 


sound basis.” 
Aa 


“It is a startling fact that | New York] telephone rates 
have increased an average of only 16 per cent in con- 
trast to a general increase in the cost of living of 92 per 
cent. Investors will have to put another $100,000,000 of 
their savings into the business to carry out the huge 
new program.” 

¥ 

“Energy is the foundation of our physical lives. 
Energy in the form of fuel is required to provide com- 
fort in winter, to produce our materials, to provide 
transportation, light, and communication, and make pos- 
sible the tremendous productivity of the individual 
American worker. Our civilization now literally depends 
on low-cost, copious, and continuous supplies of energy.” 


5 


“TVA is an invention in modern government which 
utilizes the initiative of the people, the participation of 
local government, and the strength and uniting force of 
the federal government. Through TVA, thousands of 
our overseas neighbors have personally observed, and 
millions will benefit from the accomplishment of Ameri- 
ca’s foremost engineers, of her most brilliant architects 
of government, and of her skillful, resourceful, and 
energetic people. Through TVA, democracy today is 
stronger, both at home and abroad, and peace is more 
secure.” 
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You may find 


a fresh approach... 


Tackling utility company problems daily... 
maintaining close and continued contact with 


the financial world gives us an understanding 





of the complex field of utility financing and 








investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


WittiaM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cutips, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 




















REMARKABLE REMARKS—( Continued) 


R. H. SULLIVAN 
Vice president, Ford Motor 
Company 


EMERSON P. SCHMIDT 
Economic research director, 
Chamber of Commerce of 
the United States. 


JAMES J. NANCE 
President, Studebaker-Packard 
Cor poration. 


EK. G. GRACE 
Chairman of the board, Bethlehem 
Steel Company. 


EUGENE M. ZUCKERT 
Former member, Atomic Energy 
Commission. 


HENRY COPELAND 
Washington state senator. 


RosBert S. BYFIELD 
New York financial commentator. 


Don G. MITCHELL 
President, Sylvania Electric 
Products, Inc. 


Frep A. Hartcey, JR. 
Former Republican Congressman 
from New Jersey 





“Automation will not eliminate jobs. It will supplant 
heavy, dangerous, and unpleasant jobs with easier, more 
skilled, more pleasant, and interesting jobs.”’ 


¥ 


“The tragic thing about guaranteed wage plans, is 
that in industries where they work they aren’t needed, 
and in industries where they’re needed they wouldn't 
work.” 

* 


“The greatest single economic force in America is 
advertising, because it sets up the chain of events that 
operates the most powerful economic wheel in the 
world.” 
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“A healthy company, making a wide range of prod- 
ucts, profitably, in a growing economy, offers the strong- 
est possible kind of insurance as to employment stability 
and opportunity.” 


* 


“T expect to see the day when large amounts of elec- 
tric power come out of atomic energy directly, instead 
of using atomic energy as merely another means of heat- 
ing water to produce steam.” 


¥ 


“A private utility that is building plants to fulfill its 
public service responsibility should not be forced to live 
in constant hazard that these plants may be taken from 
it arbitrarily for the advantage of some public utility 
district.” 


» 


“To belittle our accomplishments, impugn our motives, 
and cast doubt on our future are prime objectives in 
the psychological warfare of the Kremlin. Unwitting 
vet effective auxiliaries of the Soviets are the Socialist 
thinkers in Western countries, who, though non-Com- 
munists themselves for various reasons, have no faith 
in any free, competitive economy particularly our own. 
We have said this before and we say it again.” 


¥ 


“Data processing [by electronics] will simply enable 
management to operate more effectively, with faster and 
better information. But it won't eliminate the need for 
decentralized responsibility and authority. That concept 
is based not on the speed of information, but rather 
on the saturation points of the human mind. No matter 
how readily available information may be, and in what 
form, there are limits to a load a manager can and should 
carry.” 

¥ 

“If we extend compulsory unionism to all industries, 
what we have actually done.is to give union leaders con- 
trol over all workers. With that control will go control 
over all industry and control over government, too. The 
stake then in this fight over compulsory unionism is 
control over the United States. Or to put it another way, 
the triumph of compulsory unionism means labor fas- 
cism. Perhaps it would be a benevolent kind of fascism, 
but it would be fascism and a mockery to the democracy 
which, despite its faults, has made us a great nation; 
a nation in which it is a privilege to live.” 
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Q-Panel walls grace the new Elrama Power 


Why fine new power Plant (above) near Pittsburgh. It was designed 


by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 


plants everywhere Corporation was General Contractor. 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 














Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vicés, Inc., designed and built the plant. 








Robertson 


Please send a free copy of your Q-Panel Catalog. 


| 

| 

| 

| a eas 

-Panels $$“ 
| FIRM al 
H. H. Robertson Company ee i! eee 
2400 FARMERS BANK BLDG. * PITTSBURGH 22, PA. ; 
| PUFI 
i] 
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What... where... is your power plant problem? 








PIONEER SERVICE AND ENGINEERING CO. 


ae Since tit ebe ABN: ute 
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FINANCIAL STRUCTURE 


LOAD FORECAST 





Get our booklet— 
no obligation 
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If you can use... 

® Consulting Engineering and Power 
Plant Design Service . . . re 

®@ Financial Advisory Service... a Ps z 

® Stock Transfer and Dividend “ & 
Disbursement Service .. . + * 2 . 

+ Puchong on xpeing {533 | Pioneer Service & Engineering Co.} 


Service... 


ow , tee AE ENE EE. 

















@ Insurance, Rate, Accounting and YEARS 231 South LaSalle Street m Chicago, Illinois 


Tax Advisory Service... 
® Forecast, Load Study and Per- 
formance Analysis Service . .. 
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STRENGTH 
THAT LASTS... 


means LONGER LIFE and 
lower cost for your lines with 


AMCRECO CREOSOTED POLES 


Amcreco pressure treatment creosoting 
methods not only prevent decay but also 
conserve the strength of the wood. Greater 
strength means Amcreco treated poles can 
be spaced farther apart and yet provide 
adequate strength to withstand the stress 
of wind and sleet. Such spacing requires 
fewer poles, cross arms and insulators 
with resulting savings. 


Other advantages of Amcreco Creo- 
soted poles are: 

1. Low initial cost 

2. Light weight 

3. Low maintenance 

4. Long life 


From forest to finished product, 
Amcreco poles are processed under 
the most careful supervision to assure 
you greater long term economy. 











LOWRY PROCESS 


AMCRECO\ csozcre 


v elk 
ay 
ut 


cS 





AMERICAN CREOSOTING COMPANY 


INCORPORATED ~~ 








Shreveport Creosoting Company a "1 Georgia Forest Products Company 
Colonial Creosoting Company Je ill RIE! (© Gulf States Creosoting Company 
Federal Creosoting Company ‘Loway Rocess Georgio Creosoting Company 
Indiana Creosoting Company  CREOSOTED WOOD Kettle River Company 


0. i LOUISVILLE 2, KENTUCKY 
18 FIELD SALES OFFICES TO SERVE YOU 


Se 
¢ 


1955 |MARCH 31, 1955—PUBLIC UTILITIES FORTNIGHTLY 
‘ 





17 














The First Book of Its Kind... 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 

preparation have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records of 


actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 


cooperation of selected experts, to complete this treatise. 


The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 


Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


® simplifying and speeding up rate case 
groundwork 

®& saving time and expense of companies, 
commissions and other parties 

© cutting down “lag losses” 

®& aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 

Public Relations and the Rate Case 

The Birth of Utility Company Rate Opposition 
The Grand Strategy of the Rate Case 
Selection and Function of the Attorney 

The Mechanics of Rate Case Preparation 

Proof of the Rate Base 








Completing the Rate Base; 
Working Capital 
Operating Expenses 


Operating Expenses, Continued— 
Annual Depreciation 


The Rate of Return 
Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


® The edition is limited, so be sure to order your copy today. 


PUBLIC UTILITIES REPORTS, INC.. Publishers 
NEW BOOK DEPARTMENT 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. y 
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GOOD SUGGESTION: Use Electrified In- 
dustry to make calls on your most important 
customers, at 21¢ a call. Your power salesmen can 
tell you how this magazine helps them to maintain 
better-than-ever customer contact and to increase 


your net revenue. 


Send Today's Business to your leading store-and- 
office customers. It builds your commercial revenues, 


helps modernize your towns. 


ELECTRIFIED INDUSTRY ~ Todays Mcsuest 


Martin Publications — 20 No. Wacker Dr., Chicago 6 
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Federal Utility Regulation Annotated (FPC), 
Volume 2 With Supplement A 


These volumes contain the only full annotation of the Federal Power Act 
and the Natural Gas Act, as administered by the Federal Power Commission. 


Supplemental Volume A reports the activities of the Commission during 
the 10-year period subsequent to the publication of the original volume in 
1943. All decisions in so-called “leading cases” have been made the 

subject of special editorial comment and 
interpretation. 


Questions relating to the determination 
of the cost of projects, accounting, rate-base 
determinations, rates, service, granting of 
licenses, extent of the Commission’s juris- 
diction, definitions of what constitutes in- 
terstate commerce, return allowance (in- 
volving new views on cost of capital), the 


2 


very controversial subject of cost allocation 
in the fixing of gas rates, and many other 
vital subjects are discussed. The decisions 
of the Commission and of the courts as 


PV PHD joenreny 
PY t9mog jes2p2.4 


PY emog pespe.y 


well, in such important cases as the Missis- 
sippi River Fuel Corporation case, the 
Alabama-Tennessee Natural Gas Com- 


@ 
4 


pany case and the Colorado Interstate 
Gas Company case are explored at length 





: 3 : ee 
in editors’ notes. 

This two-volume treatise, which has required expert editorial attention sae 
for an extended period, in order to classify the Commission’s findings under mere 
each section of these Acts, is available at $25. The volumes should be ae 
. . ge . . z ing 
in the possession of all utility executives, attorneys, rate “pom, wnean Hiffer 
ants, valuation engineers, utility analysts and others having an interest in for a 
the activities, practices and procedures of the Federal Power Commission. er 
and in commission regulation in general. . plann 

of 66 
MAIL YOUR ORDER TODAY TO Texas 
Sealy 
PUBLIC UTILITIES REPORTS, INC., Publishers 
309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 4-1466 
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247 pressure-creosoted poles installed 


SOME OF THE 28-YEAR-OLD 
pressure-creosoted poles in the 
Wallis-Sealy line of Houston 
Lighting & Power Company, 
Houston, Tex. The poles carry 
three phase and one static wire. 


A CLOSE-UP of one of the poles 
showing its excellent condition. 
They have a future life expect- 
ancy of five to ten years. 





in 1926 


eee 230 STILL IN GOOD CONDITION TODAY 


@ A combination of warm moist cli- 
mate and the prevalence of termites 
makes the use of pressure-creosoted 
poles a necessity for Houston Light- 
ing & Power Company. It means the 
difference between five years of life 
for an untreated pole to 30 to 35 
years for a treated one. 

A good example of sound pole line 
planning is found in the i1.8 miles 
of 66 KV outer loop between the 
Texas communities of Wallis and 
Sealy—all pressure-creosoted poles. 


Here 247 poles were installed in 1926 
(actually 260—but 13 were since re- 
placed to obtain greater height). 
Today, after 28 years of exposure to 
weather and wood’s natural enemies, 
233 poles—or over 94% of the origi- 
nal line—remain in good condition, 
with a future life of 5 to 10 years. 

Houston Lighting & Power Com- 
pany first used pressure-creosoted 
poles in 1921, and conversion has 
been complete now for more than 20 
years. Southern yellow pine and fir 


poles are treated with Creosote to 10 
pounds retention. 

You can count on uniformly good 
results when your poles are treated 
with USS Creosote—the product of 
United States Steel’s tar distilling 
operations. For more information 
on USS Creosote and the long pole 
life it assures, contact our nearest 
Coal Chemical sales office or write 
directly to United States Steel Cor- 
poration, 525 William Penn Place, 
Pittsburgh 30, Pa. 


USS CREOSOTE © 


4-1466 


U N tot F&O 
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Less heat waste 









Less surface area, less heat lost 


Rounded exclusive Power-Dome com- 
bustion chamber has less surface area 
than irregular chambers. Thus less 























Ordinary 


Dodge avoids L ignition 


power- 


heat is dissipated into cooling system, Stealing 
more heat is utilized within the cham- 
ber to expand gases more fully, give hot spots 






reater thrust to piston. 
P Power-Dome  Pre-ignition Fi 


combustion from carbon 
chambers are _— “hot spots” 
rounded, have 

no corners or pockets in which carbon 
deposits can build up. Such deposits 
become red-hot, pre-ignite the fuel-air 
mixture, cause engine knock and loss 
of power, lead to costly repairs. 





















Short flame travel, 
better valving 










Ordinary 
V-8 









With Power-Dome combus- 
tion chambers, the spark 
plugs are located at or near 
the center. Thus the flame 
has a shorter distance to 
travel, combustion is more 
even. Large unrestricted 
valves mean better ‘“‘breath- 
ing” and greater efficiency. 










get more | 
Uce [ace gae with 







Truck owners everywhere report more power and less fuel 
consumption with new Dodge Truck Power-Dome V-8 
engines. AAA-supervised tests proved the power of Dodge 
Truck V-8’s in a history-making Pikes Peak climb .. . 
proved the economy of Dodge Truck V-8’s in a sensational 
22-mile-per-gallon Economy Run. 

Look at the pictures and captions shown on this page— 
then, for further details and an eye-opening road test, see 
your dependable Dodge Truck dealer! 


DODGE) ékii TRUCKS 


A PRODUCT OF CHRYSLER CORPORATION 
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Gis Guardians / 


SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 





SPRAGUE NO. 1A METER 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 
The foresight of Sprague Engineers in the 
past, today makes the oldest Sprague 
models as efficient as the newest. 


The services of the Sprague Engineering 
Staff ore at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 





THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 


BRANCHES: DAVENPORT. IOWA @© HOUSTON, TEXAS 


meee ANGELES, CAL. © SAN FRANCISCD, CAL. 
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A herring, dragged acro e trail, can 





change the wrinkle of your nod, Attention thus 
gained can be diverted away from t 


important objective in mind. 


Facts pertinent to the need should be evajuated 


ARE ee een es 
Check your purchases... know what you are getting before 
you buy in addition to its cost. And... if you specify 


Moloney... you will be buying “dependability at its best!” 


MESS-13 


MOLONEY ELECTRIC CcCOMPAN Y 


Power Transformers + Distribution Transformers « Step Voltage Regulators « Regulating Transformers 
Load Tap Changing Transformers + Load Center Transformers + Unit Substations + Network 


Transformers + Constant Current Transformers « Capacitors + Transformers For Electronics 


SALES OFFICES IN ALL PRINCIPAL CITIES * FACTORIES AT ST. LOUIS 20, MO. AND TORONTO, ONT., CANADA 
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Thursday—31 


Tllwminating Engineering 

Society begins southern re 

gional conference, Clear- 
water, Fla. 


April—Friday—1 


American Power Confer- 
ence ends, Chicago, Ill. 


Saturday—2 


Rocky Mountain Electrical 

League will hold annual 

spring conference, Denver, 

Colo, Apr. 17-19. Advance 
notice. 


Sunday—3 
Illuminating Engineering 
Society begins southwestern 
regional conference, San 

Antonio, Tex. 





Monday—4 


Atomic Industrial Forum, 
Inc., begins meeting, San 
Francisco, Cal. 


Tuesday—5 


United States Independent 
Telephone Association ends 
2-day executives’ confer- 


ence, Belleair, Fla. 


Wednesday—6 


Annual Young Men’s Util- 
ity Conference begins, In- 
dianapolis, Ind. 


Thursday—7 


Southeastern Gas Associa- 

tion begins sales and adver- 

tising round-table confer- 
ence, Charlotte, N.C. 


© 








Friday—8 


Southeastern Electric Ex- 
change, Engineering and 
Operating Section, ends 2- 
day meeting, New Orleans, 


La. 


Saturday—9 


American Society of Me- 
chanical Engineers will 
hold spring meeting, Balti- 
more, Md. Apr 18-21. 


Advance notice. 


Sunday—10 


Water Works 
Association, New York 
Section, will hold annual 
meeting, Buffalo, N. Y. 
Apr. 20-22. Advance notice. 


American 


Monday—11 


Indiana Gas Association 
will hold annual meeting, 
French Lick, Ind. Apr. 


20-22. Advance notice. 














Tuesday—12 


American Gas Association- 


Electric Institute 
begin joint conference on 
operation of public utility 
motor vehicles, Cincinnati, 
Ohio. 


Edison 





Wednesday—13 


{merican Institute of Elec- 
tric Engineers begins south- 
ern district meeting, St. 

Petersburg, Fila. 





Thursday—14 


Gas Appliance Manufac- 
turers Association begins 
annual automatic gas range 
conference, New York, 


No. 





Friday—15 


Northwest Electric Light 
and Power Association, En- 
Operation 
Section, ends 3-day meet- 
ing, Spokane, Wash 
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‘ubeless “Electronic Brain” Computer 


Using 800 transistors instead of vacuum tubes, this device operates “cold” with a minimum 
of space and power requirements. 
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The Public Relations of 
Regulation 


Inflation has placed a special burden on the regulatory 
commissions which have the duty and responsibility of 
seeing that the public is supplied with adequate utility 
service, which only adequate rates can insure. How are 
the commissions in the United States meeting this test? 


By THE HonoraBLeE C. L. “ROY” DOHERTY* 


HE common man in the United 

States today lives in a world of 

magic. With a turn of his wrist he 
can fill a glass with water, pure and life- 
preserving, a precious commodity in many 
other parts of the world. He flips a switch 
and commands illumination and power 
beyond the wildest dreams of his grand- 
father. 





_*Member, South Dakota Public Utilities Commis- 
sion. For additional personal note, see “Pages with 
the Editors.” 
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He picks up a telephone and in con- 
versational tones makes himself heard 
next door, across the nation, or around 
the world—and privately too. In most 
areas, he has thrown away the coal shovel 
and ax in favor of clean, ever-ready gas 
heat. More and more his wife is cooking 
with gas—or electricity. 

Look at the statistics to see how wide- 
spread are these blessings. For instance, 
there is a telephone in seven out of ten 
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households, whether crowded together as 
apartments or far apart in the remote and 
lonely countryside. And 98 out of every 
100 families in the nation enjoy electric 
service. 

These facilities do not just fall into the 
customer’s lap with the greatest of ease. 
The last ten years have shown most dra- 
matically how complex, how gigantic is 
the endeavor that provides them. These 
years have shown how big is the task of 
regulating these enterprises so that the 
customer is protected as well as served. 
This same regulation must consider the 
interests also of the workers in these in- 
dustries—and the stockholders who invest 
their savings in utilities. 


i ieee recent years have shown beyond 
a doubt that the interests—of the cus- 
tomers, stockholders, and employees—all 
have been well safeguarded through wise 
regulation of private utility companies by 
state and federal commissions. 

It has been a very busy period for the 
commissions, as they tried to keep large 
numbers of utility companies at least even 
with the rapid changes in economic con- 
ditions. 

It has often been hard to balance nicely 
the interests of customer, employee, and 
stockholder, and no doubt there have been 
some mistakes made, but I think I am 
safe in saying that where we have erred 
we have done so on the side of lower 
rather than higher rates paid by the cus- 
tomer. 

The utility companies have managed 
very well in satisfying the demand for 
their services—a demand that has grown 
so fast in the expanding postwar economy. 

The public has entrusted billions of dol- 
lars to the utility companies for new 
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equipment and properties so that they 
could satisfy the appetite of the average 
consumer who clamors for utility services 
he did not previously enjoy. A sizable 
hike in real income of the average work- 
er—about 40 per cent—has sharpened the 
appetite for utility services. 

In the face of this amazing expansion, 
we in the regulatory field take pride in the 
part we have played in keeping utility 
rates reasonable while protecting the fi- 
nancial integrity of the utility companies. 

I must say that this has been no easy 
task. Inflation has meant a whole series 
of increases in the cost of providing serv- 
ice. Wages of utility workers have in- 
creased almost every year and today wage 
levels average more than twice those of 
the prewar period. We have seen tax rates 
climb until tax levels are about double 
those at the start of World War II. And 
costs of materials and supplies have fol- 
lowed similar upward courses. 

AN a matter of fact, utility companies 

obviously have operated at a con- 
siderable disadvantage in comparison to 
other business. With the limitation in 
earnings which naturally applies to those 
operating as monopolies, the utilities have 
been forced to finance their expansion in 
the postwar period largely through new 
capital—investors’ money. Outside in- 
dustry, unregulated as to earnings, has 
been able to meet a heavy proportion of 
its increased capital requirements by plow- 
ing back a goodly portion of its earnings 
into new plant. In spite of these differ- 
ences, again I say that we can be quite 
well satisfied with the general health and 
status of the utility services, for whose 
very existence we share responsibility. 
Private industry has demonstrated to the 
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American public its reliability, its creative- 
ness, and its devotion to the public in- 
terest. 

Let’s look at taxes for a moment, for 
they are an important factor which great- 
ly affects public utilities. 

The truth is that we all pay more in- 
come taxes than appear on our personal 
income tax returns. When we pay our 
utility bills we, the customers, are paying 
utility income taxes. In effect, we are con- 
tributing to other people who happen to be 
customers of government-aided, tax-free 
utilities. 

It is amazing how many otherwise well- 
informed people fail to realize that income 
taxes of utilities have to be considered a 
cost of operation. The gravity of the situa- 
tion is all too apparent to the commis- 
sioner, who must increase the charges paid 
by utility customers by $2 for every dol- 
lar that the utilities retain as net income 
after federal income tax. 


.. oa postwar tax problem for utili- 

ties, acute until last year, was the 
excise levy on communications and trans- 
portation services. One of the significant 
developments of 1954 was enactment of 
the Federal Excise Tax Reduction Act 
and consequent reduction in the highly 
discriminatory and inequitable federal ex- 


q 
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. utility companies obviously have operated at a consider- 
able disadvantage in comparison to other business. With the 
limitation in earnings which naturally applies to those operat- 


cise tax on communications and passenger 
transportation services. This was an ac- 
tion long promoted by the National As- 
sociation of Railroad and Utilities Com- 
missioners. 

The act reduced the excise tax on these 
services to 10 per cent, from rates that 
had ranged as high as 25 per cent pre- 
viously. But the tax rate is still exceed- 
ingly high and obviously discriminatory, 
in that the 10 per cent rate is as high as 
that imposed on certain luxury items like 
furs and jewelry. 

In the face of all these inflationary con- 
ditions, it seems to me the effectiveness 
of the regulatory system in this country 
and the ingenuity of the public service 
industry are strikingly demonstrated by 
the fact that utility rates have not moved 
ahead nearly so much, in proportion, as 
have the basic costs of furnishing the 
services involved. 

To promote greater public understand- 
ing of these difficulties faced by public 
utility management and those who regu- 
late them should be the constant aim and 
purpose of state commissioners. In this 
way, by virtue of the fact that an in- 
formed electorate is one of the safest 
pillars of our form of government, we 
help to perpetuate sound and beneficial 
public utility regulation. All, of course, to 


ing as monopolies, the utilities have been forced to finance their 
expansion in the postwar period largely through new capital— 
investors’ money. Outside industry, unregulated as to earnings, 
has been able to meet a heavy proportion of its increased capi- 
tal requirements by plowing back a goodly portion of 1ts earn- 


ings into new plant.” 
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the benefit of both the utilities and the 
public they serve. This means that utilities 
and the regulatory bodies should use every 
means to tell their story to the public. 

We should remind people that incen- 
tives distinguish a free country from a 
police state and its emphasis on punish- 
ments instead of incentives. The oppor- 
tunity to earn a reasonable profit is the 
rightful incentive of utilities as well as 
other free enterprises. Denial of this op- 
portunity is the same as taking private 
property for public use without compensa- 
tion. Let us not overlook opportunities to 
tell this fact often enough so that it is well 
understood. 


_ year 1954 saw other specific ac- 

complishments in the field of regula- 
tion besides the reduction of taxes. One 
thing was the report of the NARUC com- 
mittee on bus company regulation. Many 
of you will recall that this committee be- 
gan its work in 1951 with representatives 
of the National Association of Motor Bus 
Operators and the American Transit As- 
sociation. These three committees co- 
operated and worked conscientiously and 
made a comprehensive study of the prin- 
ciples of rate regulation in the motorbus 
industry. 

Regulatory bodies customarily fix bus 
rates in accordance with the so-called “re- 
turn on investment” theory. This theory 
originated in the early statutes applying 
to railroad, electric, telephone, gas, and 
other public utilities. It appears, according 
to the study, the “return on investment” 
basis for rate making does not fit condi- 
tions in the bus industry. 

While railroad, electric, telephone, gas, 
and other public utilities have a substantial 
investment in real property, the same does 


MARCH 31, 1955 


354 


not apply generally to the bus industry, 
whose primary item of investment is its 
rolling stock. As a result of extended con- 
ferences held among these three groups, 
the special NARUC committee finally 
issued a report in which the “operating 
ratio” approach to rate making was rec- 
ommended. 

As the committee report states, this 
theory has been proposed as a means of 
overcoming the deficiencies which have 
been attributed to the general use of “re- 
turn on investment.” It utilizes the “op- 
erating ratio” which may be defined as the 
relationship between expenses and gross 
revenues. It is expected that this “‘operat- 
ing ratio” method of rate making should 
provide an amount sufficient to conserve 
the capital of a given company, assure its 
perpetuation, and give it access to new 


capital if necessary. 
I WOULD like to point out another signifi- 

cant development of last year—the 
passage of an act that returned to the 
states their jurisdiction over local natural 
gas companies. This is something which 
the NARUC advocated by resolution as 
early as November, 1950, and it represents 
a major victory for the association. The 
bill passed the Senate on March 15, 1954, 
and was signed by President Eisenhower 
a few days later. It is interesting to read 
the President’s opinion on state regula- 
tion, expressed in the statement he issued 
when he signed the bill. 

The statement follows: 


I have today approved HR 5976, a 
bill “To amend § 1 of the Natural Gas 
ie,” ... 

This measure preserves the authority 
of the Federal Power Commission to 
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Regulation Is Meeting the Test 


ae id is my firm belief that utility services in the American economy can 
be sufficient only under wise regulation of free enterprise, and only 
under wise regulation can enterprise remain free—and ready to serve the 
public and the nation fast and well when the need is greatest. The utility 
industries and the commissions have performed a difficult task during the 
past ten years—a period of extreme inflation, continual increases in costs, 
unprecedented expansion of services, and numerous applications for ad- 
justments in utility rates to keep pace with the effects of inflation.” 








regulate the rates which may be charged 
for natural gas moving in interstate 
commerce up to the time it reaches the 
state in which it will be wholly con- 
sumed. At the same time the bill makes 
it possible to remove from federal regu- 
lation persons and facilities receiving 
gas within or at the boundary of a state 
if all of the natural gas so received is 
to be used within that state. The bill 
contains a congressional declaration 
that these matters are primarily of local 
concern and subject to regulation by the 
several states. The removal is operative 
only if the states exercise and enforce 
jurisdiction over rates and services. 

I have approved this bill because of 
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my conviction that the interests of the 
individual citizen will be better pro- 
tected when they remain under state 
and local control than when they are 
regulated or controlled by the federal 
government. I shall support state regu- 
lation of functions and matters which 
are primarily of local concern whenever 
possible and when not contrary to the 
national interest. 

The state regulation provided in HR 
5976 presents a new challenge to the 
state governments and their regulatory 
commissions. This measure places the 
responsibility for protection of con- 
sumer interest for intrastate matters 
squarely where it belongs—in the hands 
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of the people of the states and their 
duly elected or appointed officials. I be- 
lieve effective and competent discharge 
of that responsibility will result. 

If experience should demonstrate 
that the act creates a larger area of 
regulation by the states than they will 
be able to handle effectively in the pub- 
lic interest, I shall promptly recommend 
that the Congress take whatever reme- 
dial action appears to be necessary. 


O™ of the matters of great importance 
to state commissions is the serious- 
ness of the annual multimillion-dollar rail- 
road passenger deficit. The ICC reported 
this deficit for 1953, for instance, as more 
than $700,000,000. This was an increase 
of $61,600,000 over 1952, and the largest 
deficit of all times. This alarming increase 
was more clearly revealed by the revision 
of the Interstate Commerce Commission’s 
“Rules Governing the Separation of Op- 
erating Expenses,” which became effective 
on January 1, 1953. 

State commissioners are vitally con- 
cerned over the proper allocation or sepa- 
ration of passenger operating cost, just as 
we are concerned with the proper separa- 
tion of revenue and expense of intrastate 
and interstate telephone service. While 
head of NARUC, I requested the ICC to 
make a thorough study and investigation 
into the methods and formulae for sepa- 
rating passenger and freight expenses, to 
be conducted in co-operation with the state 
commission membership of our special 
committee on co-operation with the ICC 
in the study of the railroad passenger 
deficit problem. 

Transportation, power, communica- 
tions, and fuel supply—they present more 
than a peacetime challenge to state com- 
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missioners, of course. These services are 
indispensable in times of war or other 
great emergency. This fact makes con- 
tinuing wise regulation an element in the 
ultimate survival of free countries. 

It is my firm belief that utility services 
in the American economy can be sufficient 
only under wise regulation of free enter- 
prise, and only under wise regulation can 
enterprise remain free—and ready to 
serve the public and the nation fast and 
well when the need is greatest. 


HE utility industries and the commis- 

sions have performed a difficult task 
during the past ten years—a period of ex- 
treme inflation, continual increases in 
costs, unprecedented expansion of serv- 
ices, and numerous applications for ad- 
justments in utility rates to keep pace with 
the effects of inflation. It has been a very 
strenuous period, with greater work loads 
and heavier responsibilities on the com- 
missions than at any time previously. 

I think that, together, we have suc- 
ceeded in helping to strengthen and pre- 
serve the American system of privately 
operated utility enterprises. 

By what I have said, I do not want to 
leave the impression that all the problems 
have been solved. I suspect that rougher 
times lie ahead, both for the utilities and 
for those who regulate them. From all 
appearances, we are moving into an at- 
mosphere which may be somewhat differ- 
ent from that in which we have been 
functioning in the past. During the rapid 
expansion and inflation of the postwar pe- 
riod and when the cost of furnishing 
service continued to rise, rates for utility 
services moved upwards following the tide 
of a general rise in the costs of most all 
goods and services. The public, generally, 
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based upon their own individual experi- 
ences, naturally expected that rates for 
utility services should move in harmony 
with other prices. 


Ww" some slackening of the infla- 

tionary movement we may be com- 
ing into a period of leveling prices. Op- 
erating characteristics of many of our 
utilities are such that their earnings may 
tend downward, even though other indus- 
try, generally, may not be so affected. 
Utility companies have heavy investments 
in plant which continually require replace- 
ment for proper maintenance. These re- 
placements and additions to plant to meet 
the continuing heavy public demand for 
service must be made at current cost levels 
—and these costs are higher than the 
average plant in service. This obviously 
contributes to increasing the plant invest- 


ment and since the unit costs are higher 
acts to depress earnings. 

Because of all these factors, I suspect 
we will be faced with continuing economic 
pressure for higher utility rates. We, in 
turn, should insist that utility companies 
continue to make the best use of their 
resources and thereby minimize further 
rate requirements. 

Too often, I’m afraid, the average 
American takes for granted the “magic” 
of utility services at his finger tips. He 
cannot know, unless the story is told to 
him, the real importance to him of the in- 
stitutions that make these contributions to 
his way of living. Yet, under democracy 
and free enterprise those very industries 
must have his understanding and support, 
if they are to be permitted to transform 
today’s magic into tomorrow’s common- 
place. 











Radioactivity Detectors via Telephone 


ADIO-ACTIVE signals from radium in Reno, Nevada, were trans- 
R mitted automatically and received in Washington, D. C., over 
long-distance telephone on February 7, 1955. It was the first public 
demonstration of a new long-range radiation “monitoring” system 
developed for the Atomic Energy Commission. 

Developed by scientists of the National Bureau of Standards, 
the system was described by them as one which could enable a single 
operator to “obtain radiation data from stations located anywhere 
in the United States without leaving his desk.” 

AEC officials told a reporter they are using the system in con- 
nection with atomic tests in Nevada, but only in an area extending 
up to 250 miles in all directions from the test site. The objective 
is to cut down on the number of “mobile teams” once required to 
patrol the area to keep tabs on radio-active “fall-out.” The system 
employs remotely controlled “detection stations,’ which, the NBS 
description indicated, can be scattered throughout the United States. 
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Competition: Our Best Bet 
For Gas Production 


The recent report of the President’s Committee on Energy Supplies 
and Resources Policy raised a serious question as to whether the 
federal government (through the Federal Power Commission) 
should attempt to exercise regulatory control over the hitherto 
highly competitive industrial operation of natural gas production 
and gathering. Here is an objective inquiry into the economic re- 
lationship of independent natural gas production to the public in- 
terest, particularly the consumer's interest. 


By PHILIPP H. LOHMAN* 


HE “Economic Report of the Presi- 
dent,” which Dwight D. Eisenhower 
sent to Congress last January, high- 
lighted a set of principles that could be 
well described as a summation of Ameri- 
can economic philosophy. 
The report not only rejected various 
doctrinaire ideas about the rdle of govern- 
ment in our economy, but also offered its 





*Professor and chairman, department of com- 
merce and economics, University of Vermont, 
Burlington, Vermont. For additional personal note, 
see “Pages with the Editors.” 


own positive “program for the future’— 
a program resting on these basic proposi- 
tions: 

(1) Competition, rather than directives 
from Washington, is as a rule the best 
way to organize our resources of man 
power, money, materials, and manage- 
ment for whatever we want to produce, 
distribute, consume. 

(2) A free private enterprise economy 
can furnish the incomes required for eco- 
nomic advancement only when a feeling 
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of confidence pervades all groups. Other- 
wise, investors will not be willing to pro- 
vide capital, nor businessmen and farmers 
to assume risks, nor workers to put their 
backs into their jobs, nor consumers to 
spend enough to sustain demand for 
goods. 

(3) A climate favorable to economic 
expansion can exist only when govern- 
ment fosters an economic environment in 
which the initiatives of innovation are 
inseparable from the rewards of profit 
making. 

(4) Above all, our private economy can 
flourish most effectively when government 
avoids any encroachment upon any busi- 
ness sector which discharges its obliga- 
tions to society in a satisfactory manner. 

Moreover, our incomparably high liv- 
ing standards derive primarily from two 
types of economic freedom, two sides of 
the same coin. As producers, our people 
are free to compete in the market, in sell- 
ing their wares and commodities. As con- 
sumers, our people are free to choose what 
wares and commodities they want to buy. 


Gx the President’s message of last 

January, a special committee appoint- 
ed by the President has made its report on 
the proper respective spheres of federal 
and state regulation and free economic 
competition in the various phases of our 
major fuel industries—coal, oil, and nat- 
ural gas. Needless to say, this special com- 
mittee, composed of seven Cabinet offi- 
cers,’ confirmed the fundamental principle 
expressed by the President in his message, 
of reliance upon and confidence in our 





1 The proper name of the group is the President’s 
Advisory Committee on Energy Supplies and Re- 
sources Policy, and was composed of the Secretaries 
of State, Treasury, Defense, Justice, Interior, Com- 
merce, and Labor, and the Director of the Office of 
Defense Mobilization as chairman. 
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traditional American system of free com- 
petitive enterprise wherever possible. 

This report, released February 26, 
1955, definitely states “We believe the 
problems of natural gas regulation should 
be approached from the viewpoint of as- 
suring adequate supplies and the discovery 
and development of additional reserves to 
supplement such supplies, in the interests 
of national defense, an expanding domes- 
tic economy, and reasonable prices to con- 
sumers.” 

The report goes on to say that in the 
interest of a sound fuel policy and pro- 
tection of the other interests already men- 
tioned, “We believe the federal govern- 
ment should not control the production, 
gathering, processing, or sale of natural 
gas prior to its entry into an interstate 
transmission line.” It was noted in this 
report that the strictly interstate trans- 
mission phase of natural gas pipeline op- 
erations and the subsequent sale of gas for 
resale to distributing public utilities are 
normal public utility functions “and should 
be under the regulation of the Federal 
Power Commission.” 


| i premtrenainge the whole spirit of the 

President’s Economic Report and 
the. subsequent Cabinet report, and the 
economic philosophy affirmed by most 
Americans, are recent developments which 
require the Federal Power Commission to 
regulate the prices of the natural gas pro- 
ducers. They compete vigorously against 
each other to explore for gas, get it out of 
the ground, find customers for it. Yet the 
prices they receive are being placed under 
federal control, which is the situation de- 
rived from a 5-to-3 decision of the U. S. 
Supreme Court on June 7, 1954, in the 
case of Phillips Petroleum Co. v. State of 
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Wisconsin et al,* which states that sales 
of natural gas by a producer to an inter- 
state pipeline are subject to federal regu- 
lation. 

In thus lowering the boom on this com- 
petitive segment of the natural gas indus- 
try, this decision has contravened, at every 
point, the Eisenhower administration’s 
commitment to the values and virtues of 
free enterprise in which competition is 
the mainspring—a commitment shared 
not only by businessmen but also by the 
majority of Americans. This decision has, 
therefore, raised a question which tran- 
scends the immediate interests of the gas 
producers themselves. For if they are sub- 
ject to price regulation by government, 
then so is everybody else who produces 
and sells a commodity under competitive 
conditions. To be consistent, to observe 
the rules of fair play, the government 
should also regulate the prices of the pro- 
ducers of other fuels such as oil and coal. 
The next logical extension would then be 
to regulate the prices of producers of 
shoes, textiles, copper, steel, bread, auto- 
mobiles, and all other commodities that 
find their way into interstate commerce. 


T is for this reason that regulation of 
the gas producers’ prices—which, as 


2 347 US 672, 3 PUR3d 129. 


Justice Douglas pointed out in his dissent- 
ing opinion, is tantamount to control over 
every phase of the business—has become 
a litmus-paper test in terms of economic 
philosophy. This test divides those who 
believe that competition is a cornerstone 
of our economic freedom from those who 
believe that government fiat offers a su- 
perior method in work and wealth. 

Certainly the regulation of natural gas 
production looms as a very real threat to 
any producer who vends his goods in in- 
terstate commerce. 

The signs and portents of what regula- 
tion of a competitive industry can mean 
already have been made visible by what 
has happened in the sphere of natural 
gas production since the decision in the 
Phillips Case. 

Apprehensive investors have begun to 
dump gas production securities. Bankers 
are concerned about the return on present 
loans to gas producers, and even more 
anxious about the practicality of similar 
loans in the future. Supplies of natural gas 
are being withheld from interstate mar- 
kets. At least three new pipeline projects 
have been suspended. Existing contracts 
—indeed the very sanctity of contracts— 
have been put in jeopardy. Litigation over 
pricing policies has erupted. 

All these and related events have not 


defects, has been equal to the task of developing and allocating 


q “On the record to date, only private enterprise, with all its 


natural resources ina way that brings, relatively, the maximum 
benefit to the consumer—as our own living standards amply 
attest. Even more importantly, the operations of private enter- 
prise, in accommodating itself to changing conditions, have 
preserved and strengthened political democracy and the dignity 
of the individual and his opportunity to live as a free man, 
rather than as a ward of the state.” 
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only impaired confidence, and disrupted 
the supply and demand equation. They 
have also converted an historic pattern of 
free competition into the frozen chaos 
that (except perhaps in the case of the 
“natural monopoly”) we can always ex- 
pect when the market decisions of private 
enterprise are replaced by government 
decree. 


o hee may be those who accuse me of 

placing too much emphasis on the 
role of private enterprise. And it is true 
that the system, per se, is not sacrosanct. 
It has flaws. It is hardly perfect. Yet, on 
a comparative basis, it has proved its su- 
perior ability to make a vast quantity and 
variety of goods and services available at 
reasonable prices. It has done this more 
equitably and more efficiently than any 
other system yet devised by man. 

On the record to date, only private en- 
terprise, with all its defects, has been 
equal to the task of developing and allocat- 
ing natural resources in a way that brings, 
relatively, the maximum benefit to the 
consumer—as our own living standards 
amply attest. Even more importantly, the 
operations of private enterprise, in accom- 
modating itself to changing conditions, 
have preserved and strengthened political 
democracy and the dignity of the indi- 
vidual and his opportunity to live as a free 
man, rather than as a ward of the state. 
To those who insist upon less abstract 
proof of this thesis, let me briefly cite the 
history of the natural gas industry. 


HIRTY years ago, no one thought very 
much about the industry. It was 
called “dormant” or “quiescent.” Despite 
increased competition from electricity, 
public utilities continued to stick pretty 
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much to the sale of manufactured gas for 
cooking and heating water. There were 
only a few industrial consumers for nat- 
ural gas and about the only way people in 
general could obtain it was in communi- 
ties where it came right out of their own 
back yards. 

Where gas occurred with oil or where 
it was found when looking for oil, an al- 
most insurmountable marketing problem 
arose. Some of it was sold at two cents or 
less per thousand cubic feet to whatever 
industries or cities were close to hand. A 
lot of it was flared or simply blown into 
the air in the fields. After all, why con- 
serve anything that had no current or 
reasonably foreseeable value? 

But then came the seamless and welded 
steel pipe. At the same time, trillions of 
cubic feet of natural gas were found in 
the Southwest and the Gulf region, a good 
deal of it in conjunction with oil explora- 
tion activities. The supply was clamoring 
for outlets. The pipeline provided trans- 
portation over hundreds of miles under 
high pressure for a commodity that used 
to be largely in the nuisance category. 


S ber, our pipeline mileage far ex- 
ceeds that of our railroad tracks. 
Even during the depression, production of 
gas kept growing to meet growing de- 
mand. A free market, under competitive 
conditions, directed and channeled finan- 
cial, technological, and human resources 
into the industry. As soon as the World 
War II materials controls were lifted, a 
big rush was on for this clean, convenient, 
dependable fuel. 

No government ordained all this. Free 
men, working together through a free 
market system, gave the consumer what 
he wanted: a fuel cheaper than those 
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President’s Cabinet Committee Opposed to 
Producer Controls 

—" the production of natural gas it is important that sound conserva- 

tion practices be continued. This area of conservation management 
is under the jurisdiction of state conservation commissions. In the interest 
of a sound fuels policy and the protection of the national defense and 
consumer interests by assuring such a continued exploration for and de- 
velopment of adequate reserves as to provide an adequate supply of natural 
gas, we believe the federal government should not control the production, 
gathering, processing, or sale of natural gas prior to its entry into an inter- 


state transmission line.’’ 


—Excerpt from the report of President Eisenhower's 
Advisory Committee on Energy Supplies and 
Resources Policy. 
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formerly used, needing no storage, and 
always on tap. 


ee gas production is today about 
twice what it was in 1946—a re- 
markable gain in nine years. By their own 
free choice, 25,000,000 customers have 
given the industry their economic votes of 
confidence. At the moment, still more peo- 
ple want to become customers; in some 
places they are queued up, so to speak, 
waiting to have their homes connected 
with a gas pipeline. Too few of them real- 
ize, however, that the natural gas industry 
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is an extraordinary fusion of regulation 
and vibrant competition. The consumer 
buys gas, like he buys electricity, from a 
public utility whose rates are set by a pub- 
lic service commission or some similar 
body. Some fifty interstate pipelines, also 
subject to close government regulation, 
transmit the gas to the local public utility 
distributor. 

But out in the gas fields of the country, 
things are drastically different, as gas pro- 
ducers risk their own and other people’s 
savings in the constant search for new 
sources of supply. Frequently, of course, 
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gas is found with oil or instead of oil. In 
any event, geophysical explorations and 
drilling take a lot of money. To sink a 
single well costs $100,000 on the average 
and can run up to as high as a million 
dollars. And there is only one out of nine 
chances that, in the “wildcatting” search 
for gas, explorers will find enough of it to 
make a profit. And in developing explora- 
tory “pay zones” only about 40 per cent 
of the wells turn out to be successful—a 
ratio that underscores the economic haz- 
ards of gas production. Yet this producing 
segment of the gas industry supports, like 
an inverted pyramid, the entire transmis- 
sion and distributing structure of the in- 
dustry as a whole. 


ewe are more than 5,000 independent 
gas producers—small, large, medium. 
They have always sold their gas for what- 
ever prices they could get in the market 
place. Under the incentives of-a profit- 
and-loss competitive system, American 
gas producers increased output 200 per 
cent in sixteen years. Over the same pe- 
riod, the price of natural gas to the aver- 
age consumer went up only one-eleventh 
as much as living costs generally. Today, 
natural gas provides one-fourth of our 
country’s energy resources. Under the 
ukases of a bureaucracy, it may be 
doubted if the public interest could, or 
can, be served anywhere near as capably. 
Regulation of thousands of independent 
producers, each with his own set of com- 
plex problems, presents an incredible task, 
an Alice-in-Wonderland excursion. What 
are going to be the criteria for fair return 
on investment, on operating overhead, on 
entrepreneurial effort? What about the 
man who brings in a gas well when look- 
ing for oil—how is his gas to be assessed ? 
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And what about the firm that obtains oil 
and gas in a fluctuating ratio from the 
same field? Then, too, producer A may 
bring in a well at the very start and then 
go on to make another two or three strikes 
in a row. But producer B drills a half- 
dozen or more dry holes. In view of such 
diverse production costs, government reg- 
ulation is not an economic device. It is 
merely an exercise in metaphysics. 
Moreover, will investors risk capital— 
and many independent producers risk 
their entire existence—when the govern- 
ment via the Federal Power Commission 
now says “We shall tell you what you can 
charge for your gas—if and when you 
find it and produce it.” What does this do 
to the zest and initiative of the enterpriser 
when he sees that he is throttled by a 
“certificate of public convenience and ne- 
cessity” every time he wants to sell his 


gas? 
aN a late comer to the U. S. economic 
scene, the gas business, outside of 
the gas distributing public utilities, was 
not regulated until 1938. The Natural Gas 
Act was passed in 1938 by the Congress 
with the apparent intent of regulating in- 
terstate pipelines, not the gas producer. 
Perhaps the language of this statute was 
vague in places. But it does contain one 
lucid section; namely, 


The provisions of this act . . . shall 
not apply to any other transportation or 
sale of natural gas or to the local dis- 
tribution of natural gas .. . or to the 
production or gathering of natural gas. 
(Emphasis supplied. ) 


Certainly, it would seem that the act was 
never designed to apply to those segments 
of the natural gas business located at each 
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end of the interstate pipeline, neither to 
the local distributing utility at the terminal 
point nor to the producers and gatherers 
at the point of origin. 

For years, the Federal Power Commis- 
sion acted on the assumption that inde- 
pendent gas producers (organizations 
which neither own an interstate pipeline 
nor are connected with one) did not come 
under its jurisdiction in light of the terms 
of the 1938 act. 

But during the 1940’s, a process of 
regulatory erosion set in as the commis- 
sion began to flirt with taking jurisdiction 
over gas production. In order to reassert 
its original intent, Congress in 1950 passed 
the Kerr Bill. It exempted from federal 
control the sales of independent gas pro- 
ducers to interstate pipelines. Mr. Truman 
vetoed the bill, much to the surprise of 
even some of his intimates, who had 
gained the impression that he favored it. 


eee agen it looked as if once 
more the gas producers would con- 
tinue to function within the framework of 
a free market. Since 1951, the Federal 
Power Commission continued to rule that 
the 1938 act excludes independent gas pro- 
ducers from federal regulation. But then 
the state of Wisconsin and others got into 
the act, bringing suit on grounds already 
discussed pro and con in the pages of the 
Pusiic UTILITIES FORTNIGHTLY and 
which need not detain us here. Suffice it 
to say that the Supreme Court majority 
of five declared in effect that “the way we 
read the Natural Gas Act of 1938, the 
Federal Power Commission can regulate 
producers.” This decision makes one think 
of the remark attributed to Oliver Wendell 
Holmes: “A shoemaker must stick to his 
last, and a judge must stick to the law. 
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When we try to become legislators, we 
get into trouble.” 

Now everybody is in trouble—the con- 
sumer perhaps most of all. Today, more 
than ever before, we must increase gas 
production to bring our reserves up to a 
proper level for both civilian and defense 
purposes. Only the inducements of ade- 
quate financial reward for risk taking by 
the gas producers can insure tomorrow, 
as in the past, a supply of natural gas 
sufficient to meet the country’s ever- 
enlarging requirements. Otherwise, too, 
the incentive to commit additional re- 
serves to the national supply by means of 
long-term contracts will be strangled. 


- the Supreme Court’s decision is not 

soon nullified by new congressional en- 
actment, the nation’s supply of natural gas 
will be jeopardized and much damage 
done to all concerned. The cost of gas to 
the consumer will go up far beyond the 
current adjustments to inflation’s impact 
and rising demand if pipelines are not 
kept filled to capacity or near it. And no 
gas will ever come through pipelines that 
are never built. True, pipeline construc- 
tion last year set a record. Due to the 
long-range character of such projects, this 
surge of construction may remain high 
throughout 1955. On the other hand, pipe- 
line “starts” have been delayed or indefi- 
nitely postponed since the pipeliners have 
not been able to find enough producers 
able or willing to furnish them with the 
quantity of gas necessary to justify the 
prodigious investment that goes into 
building a pipeline and maintaining it. 
Surely, pipelines cannot be constructed 
unless long-term contracts can be made 
with gas producers. Their owners must 
show the investors that they will be in 
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business long enough to pay off the great 
input of capital funds. 

Moreover, gas producers are aware of 
the declining value of the dollar. Like the 
rest of us they have—within a generation 
—lived through all the uncertainties of 
the depression of the 1930’s, World War 
II, the postwar boom, the minor recession 
of 1949, the Korean War, and a second 
minor recession in 1954. They face, like 
the rest of us, the economic repercussions 
of the cold war and the lurking dangers 
of new inflation. They naturally wonder 
what their commodity will be worth years 
hence. 

And so, as a result of the higgling 
and haggling of the market, special clauses 
have been written into long-term contracts 
between gas producers and the pipeliners 
—contracts which, on the whole, have 
worked out to everybody’s advantage, 
pre-eminently that of the consumer. Now, 
however, the majority decision has thrown 
all these contractual obligations into con- 
fusion and legal conflict. One result is that 
during the last quarter of 1954, at the 
very time when the Dow-Jones industrial 
stock average surged through 1929 highs, 
natural gas securities went down or, at 
the very least, rose hardly at all. 


HEN we add these and similar oc- 
currences together, we find that the 
net effect of the Supreme Court’s decision 
has been to retard a vast array of economic 
activities with a corresponding reduction 
of incomes and jobs with all that these 
could have contributed to the forward 
march of economic expansion. 
More important than the effect of the 


present situation upon the individual con- 
sumer, or producer, or pipeliner, or public 
utility is something not yet widely per- 
ceived. It is that in removing competition 
and its handmaiden of economic freedom 
from natural gas production we ourselves, 
and not the Communists, are subverting 
our economic system from within. 


Shwe absence of competition in England 

and France has impeded, to an over- 
whelming extent, their rate of economic 
growth during the past forty years. Today, 
Britain’s rate of economic growth is less 
than half of ours, and France’s less than 
three-fifths. Their propensity to trans- 
form a competitive enterprise into a syn- 
thetic monopoly, or cartel, or a national- 
ized undertaking, has been among their 
major economic blunders. In consequence, 
they—and other industrial nations which 
have followed their example—are plagued 
by a lag in productivity, by lack of tech- 
nological innovation, by deficiency in man- 
agerial drive and daring. These are the 
earmarks of any company or any industry 
(again with the exception of the legitimate 
and legal monopoly) that is no longer ex- 
posed to the chill, bracing air of competi- 
tion. 

The statistics of this kind of eco- 
nomic operation lead invariably to more 
and more statism. When the competitive 
process, in price, product, or promotion, is 
no longer the range finder and pace setter 
in the use of our resources, human and 
material, the alternative soon or late will 
be the fiat and fixity of the planning board. 

Federal regulation of natural gas pro- 
duction is a fateful step in that direction. 
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Electric Power Supply 
In Great Britain 


PART II. 


The recent British “White Paper” shows that England is definitely 
in the race to perfect a practical commercial nuclear reactor to de- 
velop electric energy from atom power. This second part of a 2-part 
series shows that economic conditions following the war and the 
need of exports have seriously delayed the British Electricity Au- 
thority’s program in the first five years of nationalization. 


By ERNEST R. ABRAMS* 


CONOMIC conditions following the 
war and the need of exports serious- 
ly delayed BEA’s construction pro- 

gram in the first five years of nationaliza- 
tion, and will continue to do so for the 
next few years. The sizes of the annual 
plant construction scheduled by the au- 
thority for future years have been tem- 
pered by the amount of generating equip- 
ment the manufacturers will be permitted 
to supply. Estimates of the amount of 
new capacity to be installed in each cal- 
endar year, with the smaller amount indi- 
cating what may be expected with confi- 
dence and the larger amount the deliveries 





*Financial writer and economist, resident in New 
York, New York. 
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that might be received in the absence of 
governmental interference, in thousands 
of kilowatts, are: 


M-Kilowatts 


Calendar Year 
NE Ace es SS eeu aces Gals 1,400-1,600 
OHO ier einsa conn ek ele 1,500-1,700 
PUNO SES wees chanwasenan 1,600-1,800 
NOR nuk hasannencaueres 1,700-1,900 


However, the government decided for 
economic reasons to limit new plant con- 
struction to 1,550,000 kilowatts in the 
1953-55 years, which has since been ex- 
tended to the 1956-59 years. 


eee hurdle in the path of plant 
expansion is the borrowing capacity 
of the BEA. Under the 1947 act, its total 
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borrowing powers were limited to $1,974,- 
000,000, which included “‘severance com- 
pensation” or the amounts paid former 
owners for their properties. Of this total, 
$1,470,000,000 had already been con- 
sumed through stock issues, leaving 
unexercised borrowing powers of $504,- 
000,000, which had already been partly 
hypothecated by temporary bank borrow- 
ings, and it was estimated that not more 
than $364,000,000 of borrowing powers 
would remain unexercised at the close of 
the 1953 calendar year. However, Par- 
liament could amend the 1947 act to 
increase the limit on borrowing powers if 
the need arose. 


IKE electric utilities in this country, the 
BEA and the area boards have been 
plagued by rising costs of equipment and 
plant construction. At the time nationali- 
zation was accomplished, the average cost 
of newly installed generating capacity was 
between two and three times as much as 
before the war and this increase has con- 
tinued since vesting day. BEA’s officials 
estimate that to build a generating plant 
of 120,000-kilowatt capacity at prices 
ruling in March, 1952, would have cost 
from a quarter to a third more than if con- 
struction had started in March, 1948. In 
addition, operating costs have risen sub- 
stantially since vesting day, particularly 
for fuel, transportation, wages, and sal- 
aries. Both fuel and transport rates rose 
nearly 6 per cent in the 1952-53 year and 
added a combined $15,100,000 to the 
delivered cost of coal, while increased 
wage and salary awards added another 
$9,800,000 to operating costs during the 
year. 
Yet the average price per kilowatt- 
hour of electricity sold to consumers, the 
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BEA notes with pride, was only 24.9 per 
cent above the prewar average. 


SCHEME is now under way to set up a 

hydroelectric board in Wales similar 
to that operating in the north of Scotland. 
The North Wales Hydro-Electric Power 
Bill, promoted by the authority with the 
consent of the Minister of Fuel and Pow- 
er, received Royal Assent on August 1, 
1952, but in view of national restrictions 
on capital investment it was decided to de- 
fer the promotion of another bill to 
authorize two further schemes in Wales. 
The North Wales Hydro-Electric Power 
Bill authorized extension of the catchment 
areas of existing hydroelectric plants to 
increase their generating capacity by 10,- 
000 kilowatts and annual output by 13,- 
000,000 kilowatt-hours. In addition, a 
joint committee appointed by the authority 
and Electricite de France has begun to in- 
vestigate the proposed submarine cable 
connecting the electric supplies of Great 
Britain and France. The construction of 
a 120,000-volt cable connection was found 
feasible and experimental work has been 
started. 


|. pee demand for electric energy in 
Great Britain has exceeded the ca- 
pacity of generating plants in recent years, 
the BEA adopted load spreading. In its 
report published in July, 1952, the elec- 
tricity subcommittee of the joint consulta- 
tive committee of the National Advisory 
Council of Industry (not even the New 
Deal couid cook up a name like that), con- 
sidered load spreading for industrial and 
commercial consumers and summarized 
its conclusions for the winter of 1952- 
53 as follows: 


(a) The estimated increase in gen- 
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erating capacity will leave a peak-hour 
deficit next winter. 

(b) Load-spreading arrangements 
for industrial and larger commercial 
consumers will again be necessary. 

(c) Peak hours would be from 8 
A.M. to 12 noon and from 4 to 5.30 P.M., 
Monday to Friday. 

(d) Industrial consumers and com- 
mercial consumers with a load of over 
20 kilowatts should strive to reduce the 
peak load by at least 10 per cent during 
those hours from November 1, 1952, to 
January 31, 1953. 

(e) The problem is largely a regional 
one and regional boards should have 
discretion to vary this percentage in the 
light of local and regional conditions. 

(f) A staggering of work hours 
should not be necessary to achieve this 
reduction, but maximum assistance 
should be afforded by the use of private 
generating plants. 

(g) Domestic and smaller commer- 
cial consumers should continue to play 
their part in economies at the times and 
period stipulated. 


HE adoption of this arrangement by 
the authority resulted in an estimated 
reduction in demand of 200,000 kilowatts, 
as compared with the reduction of 550,- 
000 kilowatts required in the previous 


e 


winter. In carrying out the scheme, the 
authority utilized the facilities of the Brit- 
ish Broadcasting Corporation to give 
warnings of possible load shedding. The 
warnings were of two types: (1) general 
warnings broadcast before news bulletins, 
when the estimated plant/load situation 
for a particular peak period was such that 
the shedding of load was expected. There 
were four such warnings during the win- 
ter. (2) Warnings of imminent disconnec- 
tion of supplies in specific areas, broadcast 
by interrupting the light program as re- 
quired between 7.30 a.m. and 12.30 p.m. 
and between 3 and 6 p.m. The warnings 
originated with the engineer on duty at 
National Control, who alone could visual- 
ize the minute-to-minute operating condi- 
tions on the system as a whole. These fa- 
cilities were used on six occasions during 
the year. 

The maximum reduction of the na- 
tional load at any time came on Decem- 
ber 16, 1952, and was of the order of 1,- 
085,000 kilowatts, equivalent to 7.4 per 
cent of the total potential demand on the 
system at the time. 


AN the close of the fiscal years 1952 and 

1953, the BEA area board had those 
customers shown in the table below, 
with consumers supplied under a com- 
bination domestic and commercial rate al- 


ELECTRIC CONSUMERS 





March 31, March 31, % 
1952 1953 Change 

2 eee ee 152,582 157,713 +2.7 
| ee 1,356,641 1,395,159 2.1 
eR errr ee 123,732 429 ++8.6 
LS eee 11,811,505 12,203,284 r+3.3 
i 73 70 —4.1 
Public Lighting ......... 4,123 4,105 —0.4 

Total Consumers ...... 13,448,656 13,894,760 3.2 
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located on an appropriate basis by the 
area boards concerned. 

Sales of energy to these consumers in 
millions of kilowatt-hours are shown in 
the table on page 370. The increase of 3.7 
per cent in total sales in 1952-53 com- 
pares with 12.3 per cent in 1950-51 and 
8.2 per cent in 1951-52. 

The authority’s wholesale rate for pow- 
er supplied to the area boards comprises a 
fixed charge per kilowatt of maximum de- 
mand and a commodity charge per kilo- 
watt-hour, which varies with the cost of 
fuel in each area. The rate for 1952-53 
was similar to that of the previous year 
except for an increase in the demand 
charge of 42 cents from $11.55 to $11.97 
per kilowatt. This increase was necessary 
to cover increased capital charges on new 
plant and other increased costs which were 
partly offset by economies in operation re- 
sulting in the main from the installation of 
more efficient generating equipment. The 
wholesale rate for 1953-54 was the same 
as for 1952-53. 

The average rate received by the author- 
ity was 1.463 cents per kilowatt-hour, 
which was 7.5 per cent above the 1951-52 
average, 15.7 per cent above that of 1947- 
48, and 24.9 per cent above that of 1938- 
39. 

The authority noted that the average 
price increase for electricity since the war 
was very much less than the price increases 
for practically all other commodities and 
services, and far below the increases which 
have been paid by the authority and the 
area boards for plant and equipment, en- 
gineering works, buildings, coal, materials 
and other goods, and services. 


orp Citrine, chairman of the BEA, made 
the following statement in the De- 


cember, 1953, electricity supplement of 
the London Times: 


The policy of the British Electricity 
Authority, while never losing sight of 
the need for a balanced development of 
the supply system as a whole, is to ac- 
celerate the pace of rural electrification 
as much as possible. It is being done on 
the assumption that adequate capital re- 
sources will be forthcoming and in the 
knowledge of the fact that the farther 
afield development spreads the less re- 
munerative rural electrification be- 
comes, particularly in the early years. 
The boards have decided in principle to 
try to meet the economic consequences 
of the policy from their own resources, 
as far as possible. The alternative is to 
seek a government subsidy, a policy 
which the boards profoundly dislike. 


On March 31, 1953, a total of 134,429 
farms were being served with central sta- 
tion electricity in Great Britain. Prior to 
nationalization of the electric supply in- 
dustry, there were 85,555 farms being 
served which the BEA estimates was ac- 
complished at an average rate of 3,000 a 
year. Since vesting day, farm electrifica- 
tion has progressed as follows: 


Period Farms Connected 
Rs oooh Wee, ears 9,118 
DENY ic srcres oa Wareerecen es 9,357 
Ae rs i esis ateck 9, 

| CL) Lee Creer epee 9,875 
MOSERIS! Bocca c ce hoes cuceneee 10,584 


HE total number of farms connected 

represents only some 45 per cent of 
all farms and, at the present rate of prog- 
ress, it would take nearly eighteen years to 
connect all farms. However, the British 
government recently announced its desire 
to see a more rapid extension of electric 
service to rural areas and, as evidence of 
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SALES TO CONSUMER CLASSES 


% Change 








1947-48 1951-52 1952-53 1947-48 1952-53 

OO | 17,573 25,242 25,879 + 47.3 + 2.5 
Commercial ......... 3,840 6,754 7,554 + 96.7 +11.8 
ey rice 248 570 674 +171.8 +18.2 
Oe ae 12,305 15,984 16,260 “el + 17 
Rail Traction ....... 767 914 933 ot 21.6 5 | 
Street Traction ..... 577 496 467 — 19.1 — 58 
Public Lighting ..... 189 456 497 +163.0 + 9.0 
Total Sales ....... 35,499 50,416 52,264 + 47.2 + 3.7 











its sincerity, has relaxed capital restric- 
tions on rural construction. As a result 
the former restrictions no longer are a lim- 
iting factor in rural line extension. 


_ has been considerable criticism 
by many area boards, perhaps with 
some justification in a few regions, of the 
low average annual consumption per rural 
customer. Much of this criticism has been 
directed at farm consumers on the ground 
that once their premises have been con- 
nected they might reasonably be expected 
to make the fullest use of the supply for 
all heating and motive power in the farm 
buildings. The British Electricity Au- 
thority notes in its 1952-53 annual report, 
however, that there is ample evidence that 
farmers do progress over a period of ex- 
perience to a full use of the power supply 
available to them. But the area boards, 


MARCH 31, 1955 


370 


anxious for added revenues, are primarily 
concerned with immediate and sharp in- 
creases in farm consumption. 


Or the whole, nationalization of elec- 

tric supply in Great Britain appears 
to be making substantial progress. Al- 
though service is still unreliable according 
to U. S. standards, it is getting better and 
promises to show real improvement over 
the next few years. Of course, realistic 
rate increases have been necessary to bring 
this about. The socialized industry is defi- 
nitely paying its way and is not a taxpay- 
ers’ subsidy. Although it is no more pos- 
sible to please all the British than all the 
Americans, the new ownership of electric 
supply and distribution agencies appears 
to serve the needs of most consumers, ex- 
cept possibly those industrial and commer- 
cial users who are disconnected at times of 


‘Ge 
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1948-49 1949-50 1950-51 1951-52 1952-53 

Breakdown ........ 6.4% 5.8% 7.6% 6.4% 7.4% 
Overtael 55% cc's 4.1 32 9 3.0 3.1 
Other Causes ...... 3.0 vag} 4.3 3.1 31 

Ot TLCS 55a vs 13.5% 11.7% 15.0% 12.5% 13.6% 


peak demand. And the outlook for im- 
proved reliability of service and adequacy 
of electric supply is encouraging. 

Consumption of energy in 1952-53 was 
50 per cent higher than in 1947-48 and 
two and one half times higher than at the 
close of the war. Present consumption is at 
the rate of 1,100 kilowatt-hours per capita, 
compared with 420 kilowatt-hours per 
capita in 1937-38. The shortage of generat- 
ing capacity, resulting from the need of 
supplying the export market before local 
installations could be made, has brought on 
load shedding and disconnection of indus- 
trial and large commercial users during 
periods of peak demand and, at the end of 
March, 1953, British industry placed only 
one-third of an electrical horsepower at 
the disposal of each worker. But Great 
Britain is coming out of its troubles, ra- 
tioning of foodstuffs has stopped and elec- 
tric supply should be ample by the end of 
1959. 


_ on the experience of the privately 
and publicly owned electric properties 
taken over on April 1, 1948, the British 
Electricity Authority and the area boards 
were faced with a deficit of some $19,- 
600,000 during their first fiscal year, which 
forced an increase in all rates. Average 
realization in 1952-53 was 1.495 cents per 
kilowatt-hour, compared with 1.311 cents 
five years earlier and 1.177 cents before 
the war. 
Net income of the combined British 


€ 


Electricity Authority and the 14 area 
boards in 1952-53 was $20,300,000 after 
paying 4.8 per cent of operating revenues 
in lieu of taxes and 9.8 per cent of gross 
revenues in full interest on all the funds 
invested in its facilities. During the first 
five years of nationalization, net income 
after taxes and interest totaled $79,240,- 
000, which would indicate that the nation- 
alized industry is paying its way. 

Due to the fact that more than 40 per 
cent of both generating and boiler capacity 
is twenty-five years old or more, resulting 
from the governmental requirement that 
equipment manufacturers sell their prod- 
ucts abroad to build up foreign exchange, 
the nationalized industry has _ been 
plagued by loss of capacity through break- 
down of plant and other causes during pe- 
riods of peak demand. The proportion of 
generating capacity out of service from 
Monday to Friday in December and Jan- 
uary of the five fiscal years is shown in 
the table above. 

However, with the volume of generat- 
ing capacity scheduled for installation 
through 1959, this handicap should be 
largely overcome. 

The number of total customers served 
on March 31, 1953, exceeded 13,884,- 
000, which was 2,170,000 or 19 per cent 
more than on vesting day. Included in 
that total was 45 per cent of all farms in 
Great Britain. The rate increases, how- 
ever, amounted to 15.7 per cent in the first 
five years of nationalization. 
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Gas Bill Politics 


7. coming battle in Congress over 
whether the Natural Gas Act should 
be amended so as to exempt the independ- 
ent producers is shaping up along lines 
roughly similar to the war between the 
states. From the South and Southwest 
comes support for the various bills which 
would annul the U. S. Supreme Court’s 
decision in the Phillips Petroleum Com- 
pany Case of last June—support from both 
Republicans and Democrats. From the 
North and Middlewest bipartisan opposi- 
tion is forming behind the Illinois Demo- 
cratic leadership of Senator Douglas and 
Representative Yates. Wisconsin Re- 
publican Representative Davis seems to be 
giving bipartisan coloration to this opposi- 
tion. 

A good many states remain to be heard 
from north and south of the Mason-Dixon 
Line, and there are splits indicated in the 
delegations of some states, such as Ten- 
nessee. All of which may explain the rather 
cautious statements which have been com- 
ing from administration sources on this 
legislative hot potato. First, there was the 
White House release of the President’s 
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Washington and 


the Utilities 


Cabinet Committee on Energy Supplies 
and Resources Policy. (For text, see page 
387.) 

This report, recommending the end of 
FPC jurisdiction over the production, 
gathering, processing, or sale of natural 
gas prior to its entry into an interstate 
transmission line, brought joy and com- 
fort to the oil- and gas-producing industry 
and its allies. It was hailed as a probable 
index to President Eisenhower’s own 
thinking on the subject, or at least as the 
administration’s unofficial position. On the 
strength of it, proponents of gas producer 
exemption sought to mobilize their sup- 
port behind ranking members of the House 
Interstate and Foreign Commerce Com- 
mittee on both sides of the aisle. They al- 
ready had the sympathetic ear of the chair- 
man, Representative Priest (Democrat, 
Tennessee), who had slated hearings for 
late March. 

Representative Harris (Arkansas), 
Democratic ranking member, lent his name 
to the bill (HR 4560), but the ranking 
minority member, Representative Wolver- 
ton (Republican, New Jersey), did not. It 
was necessary to get the second minority 
ranking member, Representative Hinshaw 


WASHINGTON AND THE UTILITIES 


(Republican, California), from a produc- 
ing state, to sponsor a companion measure 
(HR 4675). The big push will be mounted 
back of these bipartisan Harris-Hinshaw 
bills. 


6 bow came word that Representative 
Davis had received a letter from 
White House sources pointing out that the 
Cabinet committee’s report was not neces- 
sarily an index to the President’s attitude, 
but was strictly an advisory document. 
Davis was told by White House spokesmen 
that President Eisenhower would be happy 
to hear from representatives of gas con- 
sumers before he takes a stand on such 
legislation. The letter was signed by 
Gerald D. Morgan, special counsel to the 
President, in reply to an inquiry from Rep- 
resentative Davis. Morgan said “These 
recommendations do not, however, repre- 
sent recommendations of the President. 
They are merely recommendations of the 
advisory group to the President.” 

What does this backing and filling 
mean? It probably means that presidential 
political advisers see in the controversial 
gas legislation a double-edged sword. If 
Congress passes the Harris-Hinshaw bills, 
President Eisenhower will have to make 
an important decision, just as former 
President Truman did in 1950 when he 
vetoed the old Kerr Bill. If Eisenhower 
signs such a bill, the Democrats in the 
northern cities having union constituencies 
will be tempted to harp on the utility give- 
away theme, which they have been work- 
ing over so heatedly in the electric utility 
field, on such items as the Dixon-Yates 
contract, Hell’s Canyon, etc. 

Anticipating this gambit, Representa- 
tive Halleck (Republican, Indiana), as- 
sistant House Minority Leader, arose in 
the House to put the burden of procedure 
on the Democrats for the fate of any gas 
legislation. Halleck expressed a personal 
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conviction that federal regulation should 
be restricted to interstate pipelines, as he 
said was the intention of the Natural Gas 
Act before it was “misinterpreted” by the 
U. S. Supreme Court in its Phillips 
Petroleum Company decision of last June. 
On the other hand, the Republican party 
leader denied charges made by Senator 
Douglas and other Democrats that enact- 
ment of legislation exempting producers 
would be a “Republican giveaway.” Hal- 
leck reminded the House majority mem- 
bers that if such legislation were so labeled, 
the initiating responsibility would lie with 
the Democrats. 


N the other hand, if President Eisen- 
hower were to veto such legislation, 
following the example of his predecessor, 
there would be a hot time in Texas, Cali- 
fornia, Louisiana, and other areas where 
the Eisenhower-Democratic movement 
paid off to such good effect in the elections 
of 1952. The consensus of Washington 
observers is that release of the Cabinet 
committee report at least indicates Presi- 
dent Eisenhower is not likely to, veto such 
a bill if it reaches his desk. 

But, in the light of the various and sen- 
sitive political ramifications noted above, 
it is small wonder that Republican party 
leaders would be disposed to bear up very 
cheerfully if the bill should suffer a 
casualty somewhere along the line in Con- 
gress and never reach the President’s desk 
for a decision. Hence the probability is that 
the administration’s position, as long as 
the bills are before Congress, will be to 
keep hands off, and leave individual Con- 
gressmen free to vote as their respective 
constituencies may suggest. 

To complicate matters, there is the dis- 
tinct possibility of a rift in the ranks of 
the supporters of gas producer exemption 
legislation. The Harris-Hinshaw bills con- 
tain a provision, ostensibly designed to 
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protect consumers, which requires the 
FPC to allow pipeline companies to charge 
as operating expenses (for gas purchased 
under contract) “only such market price” 
as the commission may consider is reason- 
able, in view of the field production and 
other component factors. Some of the 
pipeline companies, which have been 
among the stoutest allies of producer ex- 
emption legislation, were quite unhappy 
about this. They visualized being caught 
in the middle, between allowable expenses 
and contract prices calling for wholesale 
supply payments greater than the expenses 
allowed. If such situations were to de- 
velop, the pipeline companies’ stockholders 
would be left holding the bag for the dif- 
ference. 
> 


The Hell’s Canyon Push 


HEN nearly a third of the members 

of the entire Senate puts their names 
on a bill as “cosponsors,” the effect is like- 
ly to impress the uninitiated. That is the 
purpose of such stampede drives. It is not 
a new pattern. A somewhat lesser number 
of sponsors used to appear on the old Mis- 
souri Authority bills, which never got out 
of committee, even during Democratic ad- 
ministrations. 

To the veteran observer, such power 
plays in the introduction of legislation are 
actually a telltale confession of weakness. 
It is something like a bridge player leading 
with his aces, because he has little. else in 
reserve. Such, at any rate, is the cautious 
estimate of the latest manuever of the pub- 
lic power bloc in the Senate in filing a bill 
authorizing the federal government to con- 
struct a single high dam on the Snake 
river. The bill (S 1333) was signed by 
twenty-seven Democrats and two Repub- 
licans. 

There is a fair chance that it will reach 
a vote this year (if the proponents decide 
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to risk a floor vote) because the bill is be- 
ing handled by a friendly Senate Interior 
Affairs Committee, headed by one of its 
cosponsors, Senator Murray (Democrat, 
Montana). If passed, the bill would take 
away from the FPC any further discretion 
in granting hydro licenses in the Snake 
river area to nonfederal applicants, such as 
the pending applications by the Idaho 
Power Company. 


_™ actual objective of the Senate 
power bloc may well be to accentuate 
public power as a partisan issue, since most 
Republican Senators are likely to follow 
the administration’s lead. The result may 
affect close elections in the northwest area 
next year. Democratic political strategists 
may be seeking to maneuver the popular 
Republican governors of Oregon and 
Washington—who may be picked by the 
GOP to oust incumbent Democratic Sen- 
ators Morse and Magnuson—into a posi- 
tion of opposition to public power develop- 
ment if a close fight develops on the bill 
and President Eisenhower is obliged to 
veto it. 

The Democratic sponsors of the Hell’s 
Canyon bill are: Anderson (New 
Mexico) ; Chavez (New Mexico) ; Clem- 
ents (Kentucky); Douglas (Illinois) ; 
Fulbright (Arkansas); Gore (Tennes- 
see); Green (Rhode Island); Hennings 
(Missouri) ; Hill (Alabama) ; Humphrey 
(Minnesota); Jackson (Washington) ; 
Johnston (South Carolina); Kefauver 
(Tennessee) ; Kerr (Oklahoma) ; Kilgore 
(West Virginia) ; Lehman (New York) ; 
Magnuson (Washington); Mansfield 
(Montana); McNamara (Michigan) ; 
Morse (Oregon); Neely (West Vir- 
ginia) ; Neuberger (Oregon) ; O’Mahoney 
(Wyoming); Scott (North Carolina) ; 
Sparkman (Alabama); and Symington 
(Missouri). The two Republicans were 
Langer (North Dakota) and Young 
(North Dakota). 


Wire and Wireless 


Communication 


Hoover Commission Reports 


On REA 


HE Hoover Commission’s long- 
awaited report to Congress on “‘Lend- 
ing Agencies” was finally released earlier 
this month. The government’s lending 
agencies, so far as the Hoover Commis- 
sion is concerned, fall into two categories: 
(1) those which have served their purpose 
and should be liquidated, and (2) those 
which should be “‘mutualized,” or be other- 
wise reorganized to make them self-sup- 
porting, to assure better management and 
to merge them into the private enterprise 
system. The commission recommends out- 
right liquidation of twelve Production 
Credit corporations, Agricultural Market- 
ing Act Revolving Fund, Federal Farm 
Mortgage Corporation, and Loans for 
College Housing. Those agencies the com- 
mission believes should be reorganized on 
a self-supporting basis, include Banks for 
Co-operatives, Federal Housing Adminis- 
tration, Federal Intermediate Credit 
banks, Federal National Mortgage Asso- 
ciation, and Rural Electrification Admin- 
istration. 
The following is an extract from the 
full report of that section dealing with 
REA: 


The Rural Electrification Adminis- 
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tration was created by Executive Order 
in 1935, but was made statutory by 
Congress in 1936 with several subse- 
quent amendments. 

The principal purposes are to furnish 
financing for electrical and telephone 
services for persons in rural areas es- 
pecially to farmers. The agency oper- 
ates by making direct loans to local co- 
operatives of farmers and some other 
public agencies and private compa- 
me... 

Of the . . . approved loan total, $2,- 
443,754,000 had been advanced to June 
30, 1954. Further authorizations made 
through fiscal year 1954 will bring the 
total of federal loans for rural electrifi- 
cation to about $2,933,000,000. 

In another program, the Rural Elec- 
trification Administration, through June 
30, 1954, had approved telephone loans 
of $184,579,000 of which $60,102,000 
had been advanced to borrowing co-op- 
eratives. 

It is estimated that approved elec- 
trification loans will provide for 1,387,- 
441 miles of line and related facilities 
to serve 4,367,045 consumers from a 
generating capacity of about 1,200,000 
kilowatts of which 826,000 kilowatts 
have already been completed, which is 
about 1.25 per cent of the total gen- 
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erating capacity in the United States. 

On June 30, 1954, this agency owed 
the Treasury for advances $2,091,991,- 
000 with further authorizations of 
$600,237,000. In the meantime the 
agency had received appropriations of 
$226,213,000 for capital purposes. 

The interest charged by the Treasury 
for advances may not exceed 2 per cent. 
The actual rate of interest now being 
paid by the Treasury on comparable 
long-term loans is about 3 per cent. In- 
terest payable by the co-operatives and 
other borrowers to the Rural Electrifi- 
cation Administration is also a flat 2 
per cent rate and is not payable during 
the first five years; therefore, the full 
possible interest returns cannot be re- 
ceived. 

The administrative expenses of the 
Rural Electrification Administration 
are met by congressional appropriations 
which from inception to June, 1953, 
were a total of $78,667,000. In fiscal 
year 1954 the agency received income, 
mainly interest on loans, of $41,885,- 
000. Administrative expenses of $7,- 
284,000 plus interest on funds borrowed 
from the Treasury resulted in a net loss 
of $5,480,000 for fiscal year 1954. 


The financial plans developed for the 
borrowers of the Rural Electrification 
Administration assumed that the physi- 
cal plant once financed would require 
little if any further change and that 
earnings would be used to meet debt 
service charges. However, these plans 
have been found to be inadequate be- 
cause an electric distribution system con- 
stantly requires replacement of parts of 
the system, and increased usage necessi- 
tates an increase in the capacity of the 
system. 

The additional financial demands 
for these purposes by the co-operatives 
have been met for the most part 
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from additional Rural Electrification 
Administration loans. 

The financial setup of the co-opera- 
tives does not make adequate provision 
for such rates for power or telephone 
service to enable them adequately to 
build up reserves, and provide for ex- 
tensions or replacements. 

Under this method of financing the 
government has subsidized the sale of 
electric power to the members of the 
co-operative associations at consider- 
ably less than its economic cost, the sub- 
sidies being provided in the following 
ways: 

(1) The charging of interest at 2 
per cent per annum which is about 
one percentage point less than the in- 
terest which the Treasury must pay 
on long-term issues to provide the 
money. 

(2) The granting of the 5-year 
moratorium period with a delayed 
payment of interest which results in 
an effective rate of return of even less 
than 2 per cent. 

(3) Granting exemption from all 
federal taxes (in some states these 
bodies are exempt from all or some 
local taxes). 

(4) Providing the administrative 
expenses which in the past five years 
have averaged about $7,750,000 an- 
nually from federal funds. 


Possibly some portions of these sub- 
sidies are justifiable in the early stages 
of the initial extension of electric serv- 
ice in a given rural area. Today, even 
omitting tax exemption, the aggregate 
of these subsidies is considerable. 

It has been estimated that the growth 
of usage of electricity will cause a dou- 
bling of the investment of the electric 
industry in the next twelve years. If this 
same growth occurs in the electric co- 
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operatives, the loans required from the 
Rural Electrification Administration 
under the present method of financing 
will also double without considering 
further territorial extensions. By June 
30, 1954, 92.3 per cent of all farms were 
electrified; 54 per cent are supplied by 
agencies financed by the Rural Elec- 
trification Administration, and 46 per 
cent are supplied by privately owned 
utility companies. 

In view of the great advance made in 
farm electrification, it is our belief that 
the time has arrived for the reorgan- 
ization of the Rural Electrification Ad- 
ministration into a self-supporting in- 
stitution securing its own finance from 
private sources in a manner similar to 
that of the other agencies discussed pre- 
viously. Moreover, the operations of 
Rural Electrification should be made 
subject to the Government Corporation 
Control Act in order to secure the ad- 
vantages of more efficient organization 
under that act. 


Recommendation No. 36 


(a) That the Rural Electrification 
Administration be reorganized on a 
self-supporting basis; 

(b) secure its financing from pri- 
vate sources; and 

(c) as reorganized, be made sub- 
ject to the Government Corporation 
Control Act. 


HE full commission, headed by for- 

mer President Hoover, included At- 
torney General Brownell, former Postmas- 
ter General James A. Farley, and Repre- 
sentative Holifield (Democrat, Califor- 
nia). The first two were not entirely per- 
suaded to share the commission’s views on 
REA. Holifield, in a separate statement, 
seemed to dissent from the entire report. 
Other members of the commission (who 
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apparently concurred) included Senator 
McClellan (Democrat, Arkansas) ; former 
Senator Ferguson (Republican, Michi- 
gan); Representative Clarence J. Brown 
(Republican, Ohio); Defense Mobiliza- 
tion Director Arthur S. Flemming; Joseph 
P. Kennedy, former Ambassador to Great 
Britain; Robert G. Storey, former presi- 
dent of the American Bar Association; 
Solomon C. Hollister, civil engineer; and 
Sidney A. Mitchell, prominent banker. 

Attorney General Brownell said he did 
not believe there has been sufficient study 
to determine the effect which such a recom- 
mendation would have on REA. Farley 
thought the report failed to give adequate 
reasons for recommending changes in or- 
ganizations such as REA, “which have 
served a good purpose, especially in fields 
where private enterprise in the past has 
failed to meet the needs.” Representative 
Holifield acknowledged that a few of the 
report’s recommendations might have 
some merit. 

But he took the position that Congress 
created the Hoover Commission to study 
present organizations and operations of 
the executive branch, and that Congress 
did not want the commission to give it 
advice on public policies of every sort. 


> 


FCC Recommends Changes 
In Communications Act 


Kee changes in the Communications 
Act have been recommended to Con- 
gress by the FCC. All of them relate to 
the FCC’s regulatory authority over com- 
munications common carriers (telephone 
and telegraph companies). FCC thinks the 
amendments to the act, if enacted, would 
relieve both the commission and those it 
regulates of certain administrative burdens 
without weakening the FCC’s basic juris- 
diction. 
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Electric Power Survey, 
1954-57 


HE sixteenth semiannual electric 

power survey has been prepared by a 
committee of the Edison Electric Insti- 
tute, headed by Arthur S. Griswold of the 
Detroit Edison Company. Following is a 
summary of some major findings of the 
survey : 

Capability of all electric power systems 
of the United States (private and public) 
was estimated at 104,000,000 kilowatts as 
of December 31, 1954, and was forecast 
at 129,000,000 kilowatts by the end of 
1957, a 3-year gain of about 24 per cent. 

The actual or forecasted capability fig- 
ures for 1952-57, as compared with indi- 
cated peak loads, are shown in the table 
on page 379. 

The estimates indicate a declining rate 
of gain both for capability and peak load, 
the percentage gain for each year over the 
previous year being as follows: 


Peak 
Capability Scheduled Load 
Ons Ae Ssasei saws 13% 8% 
ES cS cwsweases 13 11 
USO bsieseacanes 12 10 
RUSS ce Gescnewes 6 7 
a? ee 5 7 


Figures for the individual regions in 
the United States continue to differ rather 
widely. Thus, in 1957 Region III (the 
Southeast, including TVA) will still have 
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Financial News 
and Comment 


By OWEN ELY 


an estimated gross margin of only 9 per 
cent under adverse hydro conditions, or 
about the same as in 1954; with median 
hydro conditions it will be 11 per cent. 
The western division of Region VII 
(states of Washington and Oregon) will 
also continue dependent on steam power 
under adverse hydro conditions, and its 
gross margin of capability will only be 
2 per cent in 1957 compared with a deficit 
of 2 per cent in 1954; with normal water, 
however, the margin will be 19 per cent 
compared with 10 per cent in 1954. Of 
course there is a considerable amount of 
interruptible industrial sales included in 
the peak load for this area, and all of the 
noninterruptible load (principally resi- 
dential and commercial) can be carried 
without difficulty. This fact, together with 
the availability of some power from the 
east division, probably explains why no 
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effort is being made to develop a greater 
margin of steam power for stand-by pur- 
poses. 


HE eastern section of this area, in- 

cluding Utah, Idaho, and Montana, 
is not much affected by droughts, and the 
margin of capability is figured at 31 per 
cent in 1957 compared with 22 per cent 
in 1954, regardless of rainfall. If it were 
not for the difficult terrain, it would seem 
worth while to attempt to construct addi- 
tional interconnections between these two 
areas so as to equalize the margin of capa- 
bility under drought conditions. There are 
good interconnections in the North, but 
power from Utah and Idaho could prob- 
ably reach Washington and Oregon by a 
much shorter route if an added intercon- 
nection was built over a comparatively 
short distance in northern Oregon. 

The regional energy outputs for 1954 
were in most cases lower than those which 
had been forecast in the April, 1954, sur- 
vey, and the U. S. total was reduced over 
2 per cent. However, Regions I and V 
(the Northeast and the South Central) 
showed increases. Forecasts of electric 
output for future years showed little 
change from the earlier survey. 

The number of scheduled additions to 
generating capacity is divided between 
steam and hydro over the 4-year period 
1954-57 as follows: 


4 





Per Cent 
Kilowatts Of Total 
Gleattites ccs Acton 32,992,000 89% 
PIVOEO) *accerete:s 4,136,000 1l 
otal «ook eres 37,059,000 100% 


This seems to indicate a declining trend 
in the growth of hydro power, in relation 
to total generating capability. 


6 dee shipments of generators in 1954 
were estimated at 12,274,000 kilo- 
watts compared with 11,446,000 kilowatts 
in 1953. Based on scheduled shipments, 
the 1955 gain will be 10,909,000 kilowatts. 
In 1956 the figure drops to 4,811,000 kilo- 
watts and in 1957 to 1,666,000 kilowatts. 
The schedule for 1954 production of gen- 
erators was lower as of October Ist than 
had been scheduled last April by about 
1,270,000 kilowatts, this amount having 
been deferred until 1955 at customers’ re- 
quest ; 1955 is thus correspondingly larger 
than as reported earlier. Orders for later 
years have increased somewhat as a result 
of new orders placed since last April. 
Scheduled additions to generating ca- 
pacity (beginning in 1955) include about 
1,085,000 kilowatt steam units for Ohio 
Valley Electric Corporation and 3,300,- 
000 kilowatts for TVA. (The latter will 
also install 75,000-kilowatt hydro.) This 
is in addition to the 1,500,000-kilowatt 
steam capacity and 122,000-kilowatt hy- 
dro added last year by TVA. Electric 


Capability Scheduled Peak 
Million KW Load % Gross Margin with 

Median Adverse Mill. Median Adverse 

Hydro Hydro KW Hydro Hydro 
We ACU” sisson sede 81 ~ 73 12% — 
1 gS, Seem ge rare 92 — 79 18 — 
00 0) re 104 103 87 19 17% 
Lae Serre er 117 115 96 22 19 
OT cata ses oe:s 123 121 102 21 18 
BO SS PR eae hess eeies 129 127 109 19 16 





* 1952 and 1953 represent actual operating data; 1952 in the western division of Region VII 


hydro conditions were adverse and load was heavily curtailed. 
** Scheduling of 1957 capability additions has not been completed; and figures are pre- 


liminary for that year. 
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Energy, Inc., installed about 312,000-kilo- 
watt steam units last year and expects to 
put in a similar amount this year. Of the 
37,059,000 kilowatts installed or sched- 
uled for installation in the years 1954- 
57, ownership will be as follows, as 
compared with the 1953 situation: 








Scheduled Additions 
1953 To Capacity 
Capacity During 1954-57 
Investor-owned 78% 72% 
Governmental 
Agencies—Fed. 12 21 
Nonfederal 10 7 
Total 100% 100% 


digg all the earlier agitation in fa- 
vor of the development of federal 
hydro power in New England, only neg- 
ligible capacity is scheduled for con- 
struction by governmental agencies in 
Region I and none of this will be federal. 
(Later, of course, the big Niagara and St. 
Lawrence projects will enter the picture. ) 
In the East Central region a moderate 
amount of public power (no federal) is 
scheduled. In the Southeast, however, 
federal projects, including TVA and the 
Army Engineers, plus some nonfederal 
construction, make a total of 5,725,000 
kilowatts compared with only 3,190,000 
kilowatts investor-owned construction; 
most of this TVA work will be completed 


by 1955, with the remainder in 1956. In 
the North Central region public power 
projects amount to about 10 per cent of 
investor-owned, with no federal power 
projected. In the South Central region 
combined federal and local projects also 
approximate 10 per cent of investor- 
owned. In the West Central region, how- 
ever, there are some important projects by 
the Army Engineers, and total public 
power aggregates 1,050,000, or nearly five 
times as much as investor-owned projects. 

In the Northwest there is a still greater 
disparity, with federal and local public 
power projects totaling 1,739,000 kilo- 
watts compared with only 278,000 kilo- 
watts planned by investor-owned com- 
panies; however, private utility companies 
in the Northwest are planning a number 
of big hydro developments which will not 
materialize until later years. In the Pacific 
Southwest the situation is reversed: Pa- 
cific Gas and Electric has a large number 
of big steam plants and several smaller 
hydro units scheduled. Southern Cali- 
fornia Edison and San Diego Gas & Elec- 
tric, as well as the Arizona utilities, also 
have substantial power projects planned. 
In this area federal projects total only 
176,000 kilowatts and local public power 
700,000 kilowatts, compared with 2,178,- 
000 for the investor-owned utilities. 








*Approximate date. 


for government bonds. 





CURRENT YIELD YARDSTICKS 


March 11 1954-55 Range 1953 Range 

1955* High Low High Low 

U. S. Long-term Bonds—Taxable ......... 2.71% 2.75% 2.41% 3.15% 2.70% 
Ty BONIS AdA oivccocccccscsevecceses 3.06 =H Ki 2.86 3.43 3.01 
OME ee oahissvestieues ewes 3.09 3.19 2.92 3.59 3.07 
MOEN Apel oace SetEwee ies 3.15 3.37 341 3.72 3.23 
awe oo coupe ueissee es 3.38 3.72 3.37 3.94 3.50 
Utility Preferred Stocks—High-grade ..... 3.96 4.14 3.85 4.45 4.01 
Medium-grade .. 4.27 4.51 4.17 4.87 4.43 
24 Electric Utility Common Stocks ........ 4.51 5.23 4.37 5.72 5.01 
30 Gas Utility Common Stocks ............ 4.50 5.22 4.37 5.66 4.74 


Latest available Moody indices are used for utility bonds and stocks; Standard & Poor’s index 
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1955 Gas-electric Utility Con- 
struction to Exceed 1954 


nN indicated in the electric power survey 
analyzed above, the industry is ex- 
pected to install nearly 1,000,000 kilowatts 
more capacity in 1955 than in 1954. This 
seems to be confirmed by a recent SEC 
release on business capital expenditures in 
1955, which indicates that while indus- 
trial and railroad companies will probably 
spend less this year on construction, elec- 
tric and gas utilities expect to spend $4,- 
384,000,000, compared with $4,219,000,- 
000 in 1954 and $4,552,000,000 in 1953. 
These figures do not include telephone, 
telegraph, and transit companies. (Un- 
fortunately the expenditures for these 
groups are merged with other subdivisions 
so that the trend is confused. ) 

On an over-all basis the total pro- 
grammed expenditures for all business 
groups are expected to exceed $27 billion 
this year, an increase of about one per cent 
over last year. 

* 


Efficiency Methods of Cleveland 
Electric Illuminating 


N a recent talk before the New York 
Society of Security Analysts, Execu- 
tive Vice President Ralph M. Besse of 
Cleveland Electric Illuminating Company 
described some of the numerous efficiency 
methods which his company has developed, 
as follows: 

There is a fully integrated organization 
of specialists providing ‘on-the-scene” 
specialized skills; in the past year a pro- 
motion and compensation pattern for these 
people has been established, parallel to that 
of the supervisory groups. 

A plan of decentralized management 
has been set up based on individual re- 
sponsibility, planning, and control at the 
lowest levels of supervision, with adequate 
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reporting upward. The organizational 
structure is designed to (1) clearly define 
functional areas of responsibility; (2) 
minimize layers of authority; and (3) 
maximize delegation of authority and co- 
ordination at the point of action. Indi- 
vidual expenditures are charged to the 
unit or individual responsible ; each super- 
visor is responsible for the initial plan- 
ning and budgeting of his unit and he 
must explain deviations from the budget. 
Section budgets are reviewed and con- 
solidated into departmental budgets, and 
further consolidations are made until the 
complete budget for the company is de- 
veloped. 

Future plans are broken down into an- 
nual, 5-year, and long-range. An indica- 
tion of the progress made in developing 
planning ability at the lower levels is the 
fact that none of the latest budget plan- 
ning reports required revision by the top 
management. Five-year planning includes 
forecasts of the general level of business 
activity as well as of company trends; 
long-range forecasts usually look ahead 
ten years. The top eight executives meet 
weekly for long-range planning. 


... attention is given to per- 

formance measurement, analysis, and 
reporting, and this is considered the heart 
of the control system. Performance at all 
management levels is evaluated monthly ; 
as with the budget estimates, the super- 
visors’ reports are consolidated and passed 
upward at each successive level of the or- 
ganization. Over 1,500 performance com- 
parisons have been developed as tools by 
the various supervisors. 

The company is apparently the first 
electric utility to apply work measure- 
ments to clerical operations on a company- 
wide basis. Time standards provide the 
basis for forecasting labor requirements, 
and such measurements have resulted in 
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estimated annual savings to date (for 
clerical work only) of $66,000, with an- 
other $50,000 “potential.” Performance 
in various areas of expense, investment, 
and return are also compared with similar 
data for other electric utilities as a test of 
efficiency. In 1951 the company pioneered 
with a program of work simplification, 
mechanization, and methods, with savings 
to date of about $1,800,000. Of the nearly 
7,000 suggestions submitted to date, 84 
per cent have been accepted. 

There is also an elaborate program for 
educating employees and developing man- 
agement candidates. Individuals are se- 
lected for training in management tech- 
niques and company policies, and courses 
are given on request in specialized fields, 
such as interviewing techniques, collective 
bargaining, etc. There are also “after 
hours’ ” courses, open on a voluntary basis 
but widely participated in, to broaden em- 
ployees’ knowledge of company activities. 
Employees are encouraged (through tui- 
tion refunds, etc.) to attend outside edu- 
cational programs including management 
courses at various universities, A.M.A. 
seminars, etc. Supplementing these educa- 
tional methods there is an annual appraisal 
of all management employees followed by 
a specific development program for each, 
and a “job evaluation” designed to equate 
compensation with contribution. 

AS an indication of the excellent results 
of these various programs Mr. Besse 


Common. Stocks 


(a) Medium and Lower-grade 
(b) High and Better-grade 


Preferred Stocks 
(c) Medium-grade 
(d) High-grade 

Spread. between (a) and (b) 

Spread between (b) and (c) 

Spread between (c) and (d) 
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pointed out that in 1954 the company 
served over 80,000 more customers than 
in 1949 with 700 fewer employees. Man- 
hours for operation and maintenance de- 
creased 6 per cent despite a 40 per cent 
increase in kilowatt-hour output—thus 
there was a 23 per cent reduction in man- 
hours per customer in the five years. 


> 


Narrowing Spread in Utility 
Stock Yields 


tb charts on page 383, prepared by 
Ebasco Services Incorporated, reflect 
two trends: (1) the decreasing spread in 
the yields on high-grade and lower-grade 
electric utility common stocks, and (2) 
the decreasing spread between yields on 
preferred stocks and common stocks. The 
table below shows the approximate 
changes, as indicated in the charts. 


> 


Tax Deductions for Anticipated 
Expenses 


Suz last-minute reductions in 1954 
utility share earning figures have oc- 
curred because of the decisions of utility 
controllers to take advantage of § 462 of 
the 1954 Tax Code. This allows taxpayers 
operating on an accrual basis to deduct 
from their 1954 tax return not only the 
1954 actual expenses, but also a reserve 
fund set aside for estimated expenses in 


January,1950 November, 1954 Decline 
6.5% 5.0% 1.5% 

5.7 4.7 1.0 

4.3 43 — 

3.8 3.8 — 

8 3 5 

1.4 4 1.0 

5 > — 
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later years where these result from proj- 
ects on which income was earned in 1954. 
Many utilities have apparently deducted 
from 1954 earnings not only the wages 
paid in 1954 to employees while away on 
vacation, but part or all of the similar ex- 
pense to be incurred in 1955. In the case 
of one company this apparently resulted in 


a reduction of share earnings of about 
6 per cent. 

However, these lost earnings will prob- 
ably have to be reinstated, since repeal of 
the provisions (retroactive to January 1, 
1954) has been requested by the Treasury 
Department. Many corporations are pro- 
testing against repeal. 


e 


FEBRUARY UTILITY FINANCING 


PRINCIPAL PUBLIC OFFERING OF ELECTRIC AND GAS 
UTILITY SECURITIES 


Price Under- Offer- Indicated 
To writing ing Moody Success of 
Date Amount Description Public Spread Yield Rating Offering 
Mortgage Bonds and Debentures 
2/15 $7.0 Dallas P.&L. Deb. S.F. 33s 1980 ..... 102.15 45C 3.43 Aa d 
2/17: 11.5 Central Elec. & Gas Conv. Subord. 
ee nee 100 2.50N 4.25 B a 
2/16 16.0 Kansas City P.&L. Ist 34s 1985 ...... 102.52 SIG 3.12 Aaa a 
2/24 17.0 Texas El. Serv. Ist 33s 1985 ......... 102.13 .61C 3.14 Aa d 
2/25 10.0 Rochester G.&E. 1st 3#s 1985 ...... 102.77 .60C 3.23 A d 
Preferred Stocks 
Bes SD Kae PID an os csnicscieces 99.50 1.70N 4.22 _ a 
Earnings- 
Price 
Common Stocks—Offered to Public Ratio 
2/9 1.0 Missouri Natural Gas .............. 8.50 85N 5.29 8.3 a 
2/24 .9 South Georgia Natural Gas ......... 6.00 .60N — ~ a 
2/25 12.4 Carolina Power & Light ............ 24.50 .60N 4.49 6.7 a 
Common Stocks—Subscription Offerings 
2/25 3.7 Seuth Carolinas Bo-®G, cccissis cs. 17.50 *N 5.14 7.6 _— 





*Commission to underwriters 10 cents on all shares, plus a varying amount up to 30 cents on unsubscribed 
shares, depending on the amount. N—Negotiated. C—Competitive. a—Reported well received. d—Report- 
ed issue sold very slowly. 


FEBRUARY NEW MONEY FINANCING 
(In Millions) 


Offered to Sold to Sold Total 
Stockholders Public Privately Financing 
Electric Companies 
oo” Sak. : ere eer sane — $45 $ 6 $51 
gelled 2 US. ee een Sear — 5 16 21 
PE...) . oe nas eoosnieeces mbes $4 12 — 16 
DURDNMEE SOc tS ss scp cseuacweaeeseseeuetes $ 4 $62 $22 $88 
Gas Companies 
PR EE oo oss cag bob eeees ss bseseswss _ — $8 $8 
PRP REAR UIMEE 555 500. cd ae Kees sesecwsecs —_ — —_— _— 
SOUR, os 5 Uh Cat aa aaa sass os _ $2 — 2 
SENET, cf5064 Gn sate besGesskescanawe — $2 $8 $10 
Total Taectric and Gas... ...,.000 60000005 $4 $64 $30 $98 





Refunding operations (electric utility bonds) totaled $7,000,000. 
Source of data—Irving Trust Company. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


3/9/55 Divi- 
Price dend Approx. 
About Rate teld 
Pipelines 
Alabama-Tenn. Nat.Gas. 19 $ .60 3.2% 
East. Tenn. Nat. Gas.... 10 .60 6.0 
Mississippi Riv. Fuel .... 57 240 4.2 
Southern Nat. Gas ...... 34 1.60 4.7 
eit. WaaS LEAR... oc 32 1.40 4.4 
exae toast, Urans: ..6<6s 26 1.40 5.4 
Texas Gas Trans. ....... 21 100% 48 
Transcont. Gas P. L. .... 2 1.40 5.0 
Averages ........ 4.7% 
Integrated Companies 
American Natural Gas... 53 $2.00 3.8% 
Colorado Interstate Gas... 60 125 2.1 
Columbia Gas System... 164 .90 55 
Commonwealth Gas ..... 9 (a) 4.0a 
Consol. Gas Util. ....... 14 fs 5.4 
Consol: Nat. Gas: ........ 33 1.50 4.5 
El Paso Nat. Gas ....... 45 2.00 4.4 
Equitable Gas .......... 27 1.40 5:2 
Kansas-Neb. Nat. Gas... 33 1.20 3.6 
one Star Gas .c....00. 28 1.40 5.0 
Montana-Dakota Utils. .. 29 1.00 3.4 
Mountain Fuel Supply ... 30 1.00 33 
National Fuel Gas ....... ze 1.00 4.5 
Northern Nat. Gas ...... 4 2.00 4.5 
Oklahoma Nat. Gas ..... 24 1.20 5.0 
Panhandle East. P.L. ... 78 250# 3.2 
Pennsylvania Gas ....... 21 1.00 4.8 
Peoples Gas Lt. & Coke . 163 7.00 43 
Southern Union Gas .... 21 1.00 4.8 
United Gas Corp. ....... 34 150 44 
Averages ........ 4.3% 
Retail Distributors 
Alabama Gas ........... 32 = $1.28 4.0% 
Atlanta Gas Light ...... 25 1.20 48 
Brooklyn Union Gas .... 34 1.80 5.3 
Central Elec. & Gas ..... 15 80 53 
Central Indiana Gas .... 16 .60(b) 3.8 
Chattanooga Gas ....... 6 — — 
AAG SERVICE Seas ciccsceee 26 1.36 SZ 
Plattiord’ Gasivs...cassiss 38 2.00 5.3 
Houston Nat. Gas ....... 27 1.00 37 
Indiana Gas & Water... 16 70 44 
Kings Co. Lighting ..... 15 80 5.3 
BAGlGGE GSS x.0cicccccses 13 .60 4.6 
Minneapolis Gas ........ 26 1.30 5.0 
Mississippi Valley Gas .. 22 1.00 4.5 
Mobile Gas Service ..... 20 .90 45 
New Haven Gas ........ 30 1.60 53 
New Jersey Nat. Gas ... 22 100E 45 
Northern Illinois Gas ... 18 .80 44 
Pace LighGae......6.6+ 40 200 5.0 
Portland Gas & Coke.... 25 0D 36 
Providence Gas ......... 10 48 48 
Rio Grande Valley Gas... 3 12 4.0 
BORO GOS .055ccccccces 14 40 2.9 
South Jersey Gas ....... 24 1.20 5.0 
United Gas Improvement. 39 2.00 5A 
Washington Gas Light... 41 2.00 49 
Western Kentucky Gas .. 13 -- _— 
Averages ........ 4.7% 











ur- 
rent 


Period 


$1.45 
44 


Share Earnings* 


% In- 
crease 





Price- Div. Common 
12 Mos. Earns. Pay- Stock 


Ended 


Sept. 
Dec. 
Sept. 
Dec. 
Dec. 
June 
Sept. 
Sept. 


Sept. 
Sept. 
Dec. 
Dec. ’53 
Oct. 
Sept. 
Nov. 
Sept. 
Dec. ’53 
Dec. 
Sept. 
June 
Sept. 
Sept. 
Dec. 
Dec. 
Dec. ’53 
Dec. 
Sept. 
Sept. 


Jan. 
Dec. 
Dec. 
Nov. 
Sept. 
Nov. 
Dec. 
Dec. 53 
July 
Dec. 
Dec. 


Ratio out Equity 


— 136 7 
154 65 53 
180 8 26 
169 74 18 
160 86 19 
13.0 62 28 
136° 68 21 
15. 77% 

144 54% 32% 

— 58 31 
15.1 83 42 
1830 — 68 
139 (240: SP 
125 57 64 
259 961° ZI 
1444 75 34 
176 64 34 
ltra77') 39 
25 74° 3S 
204 68 59 
145 66 55 
194 88 31 
148 74 30 
183 SF 31 

— 116 100 
15.0 65 36 
15.1 722 FA 
16.1 71 43 
16.6 73% 

192 77% 42% 
116 56 8 36 
13.6 72 41 
13.2 70 16 
25 sf §9 
182 — 41 
140 73 40 
Abe BS 2S 
126° 47) 22 
134 59 45 
12.6... .67 . 25 
140 65 38 
159 29 .. 
ZZ). i959 > BD 
179 80 - 30 
16.0 86 63 
InS. »53 . w 

— 104 49 
168 84 38 
166 60 46 

— 117 6i1 
n= (52> @ 
206 59 60 
Bee hia BS 
12s 9S" OF 
5. (66 | 3h 
118 — 36 
14.9 72% 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER UTILITIES 




















Share Earnings* Appros. 
Gross 3/9/55 Divi- Cur- Price- Div. Common 
Rev. Price dend Approx. rent % In- 12Mos. Earns. Pay- Stock 
(Miill.) About Rate teld Period crease Ended Ratio out Equity 
Communications Companies 
Bell System 
$4,417 S Amer. Tel. & Tel. (Cons.) 182 $9.00 4.9% $11.93** 3% Nov. 15.3 75% 65% 
220 A _ Bell Tel. of Canada..... 48 200 4.2 2.43 5 Dec. 19.8 82 62 
37 O Cin. & Sub. Bell Tel. ... 86 450 52 5.16 26 ~=- De. 16.7 87 100 
163 A Mountain Sts. T.& T... 126 6.60 52 rp: 32 Dec. (Ses 93 77 
259 A New England T. & T. .. 135 8.00 5.9 7.84 5 Dec. 17.2 102 56 
632 S Pacific Tel. & Ted. ...... 13406 782 7.96** 43 Dec. 168 88 59 
81 O So. New England Tel... 42 200 48 2.18 8 Dec. 19.3 92 ~=«67 
Averages ........ 5.1% 17.5 88% 
Independents 
10 O Calif. Water & Tel. ..... 19 $1.00 5.3% $1.48 22% June 12.8 68% 38% 
11 O Central Telephone ...... 17 20 8683 1.59** D10 Nov. = 10.7 7,6 Oo 
32 O Continental Telephone .. 21 100 48 1.50Est.— Dec. 140 67 15 
2 O Florida Telephone ...... 15 mo 60 SS 85 Di14 Dec. 53 17.6 4 — 
143 S General Telephone ...... 40 1.60 4.0 2.91** D3 Jan. 13.7 55 37 
5 O Inter-Mountain Tel. .... 15 80 53 .93 43 Dec. ’53 16.1 86 64 
17 S Peninsular Tel. ........ 43 180 4.2 2.42 25 Dec. 17.8 74 ~=62 
MO Rochester Tel. .......... 17 80 47 lit 6 6©Di0 Sept. 15.3 72 «835 
2 O Southeastern Tel. ....... 14 80 57 1.15 15 une 12.2 70 — 
7 O Southwestern States Tel. 19 100 5.3 1.54 12 53 123 65 34 
15 O United Utilities ......... 20 112 66°56 1.61** Dl June 124 70 37 
222 S Western Union Tel. .... 89 400 45 7.58 12 Dec. 17 53 83 
Averages ........ 5.0% 13.9 69% 
Transit Companies 
Zo A Capital Teanmtt «23.6055 11 $.80 7.3% $.75 D32% Sept. 14.7 107% 82% 
14 O Cincinnati Transit ...... 5 wo 1150 93 D117 Dec. 53 5.4 81 84 
9 O Dallas Ry. & Terminal .. 13 140 108 1.83 D21 Dec. "53 7.1 77 71 
245 S Greyhound Corp. ....... 15 100 6.7 117 D10 Mar. 12.8 85 82 
26 O Los Angeles Transit .... 17 1.00 5.9 1.20 4  Dec.’53 14.2 83 88 
30 S National City Lines ..... 23 140 6.1 2.35 26 =Dec.’53 98 60 82 
73 O Phila. Transit .......... 14 30 2.1 Deficit — Dec’53 — — 25 
7 O Rochester Transit ....... 43 40 89 57 119 Dec. 53 7.9 70 — 
2, AO Sb Mepis ©. S3.c62« «00 15 140 9.3 1.22 30 Dec. 53 12.3. 115 90 
SS Dein Gy Rh. T....c005. 18 160 89 22 NC Dec.’°53 — — 43 
2 © Wnited Transit ......... 4 — — 73 30 Dec.’53 55 — — 
Averages ........ 8.1% 10.0 85% 
Water Companies 
Holding Companies 
32 S American Water Works. 10 $ .50 5.0% $1.03 D10% Sept. 9.7 49% 16% 
4 O New York Water Service 66 .80 1.2 1.38 NC une — Bp?) oe 
Operating Companies 
3 O Bridgeport Hydraulic... 33 $1.60 48% $1.57 D3% Dec.’53 21.0 102% 53% 
11 O Calif. Water Service .... 41 2.20 5.4 2.56 J Jan. 16.0 29 
2 O Elizabethtown Water ... 132 500 3.8 6.65 D4 Dec.’53 198 75 — 
7 S Hackensack Water ..... 44 200 45 345 NC Aug 11.7 53 41 
5 O Jamaica Water Supply .. 38 180 4.7 2.90 3 Dec. 13.1 oe . Ze 
3 O New Haven Water ...... 59 3.00 5.1 2.50 D110 Dec.’53 — 120 58 
6 O Phila. & Sub. Water .... 33 1.00(c) 3.0 2.58 NC Oct. Zs 3 DD 
3 © Ban Jose Water ........ 42 200 48 2.86 55 Dec. 1447 70 — 
9 O Scranton-Springbrook ... 19 90 84.7 1.33 14 Sept. 143 68 831 
3 O Southern Calif. Water .. 143 nS “45 84** D7 Sept. 17.3 77 — 
3 O West Va. Water Service 37 140 38 1.41 — Sept — #9 WV 
Averages ........ 4.6% 15.9 79% 





A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as otherwise 
indicated. **On average shares outstanding. #—A 2 per cent stock dividend was also paid December 30, 
1954, and in previous year. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. 
(c)—Paid 5 per cent stock dividend. NC—Not comparable. E—Estimated. 
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What Others Think 


The Cabinet Report on Fuel Resources 


HORTLY after the United States Su- 
preme Court laid down its historic de- 
cision requiring federal regulation of in- 
dependent natural gas producers in the 
Phillips Petroleum Company Case of last 
June, the President established an Ad- 
visory Committee on Energy Supplies and 
Resources Policy. This Cabinet level com- 
mittee, under the direction of Defense 
Mobilizer Flemming, and made up of the 
heads of seven other Cabinet agencies, was 
asked by the President to study all fuel 
needs, including those for natural gas, in 
terms of supplies required for national 
growth and defense, and to report back 
with specific policy recommendations. The 
following is the text of that long-awaited 
report, as it was released February 26, 
1955: 


Introduction 


The importance of energy to a strong 
and growing economy is clear. As condi- 
tions of supplies and reserves of coal, oil, 
and natural gas change and as both defense 
and peacetime requirements come more 
clearly into focus, the bearing of govern- 
ment policies upon energy needs re-ex- 
amination. 

What degree and kind of public regula- 
tion is appropriate to the present situation 
and future outlook? What trade policies 


for energy supplies will most effectively 
express the overlapping national needs for 
adequate protectible supplies in case of 
war and for encouragement of economic 
growth of this country and friendly coun- 
tries elsewhere in the world? What steps 
may be taken to improve the economic 
position of the coal industry, now serious- 
ly depressed, without penalizing competing 
industries, as a means of enhancing the 
ability of that industry to contribute to 
the national defense? More particularly, 
should specific changes be made in tax, 
freight rate, research, government pur- 
chasing, or other policies in the energy 
field ? 

These and other policy questions press 
for careful review and decision. 

On July 30, 1954, the President estab- 
lished an Advisory Committee on Energy 
Supplies and Resources Policy. The Direc- 
tor of the Office of Defense Mobilization 
was designated as chairman and the heads 
of the following agencies served as mem- 
bers: Departments of State, Treasury, 
Defense, Justice, the Interior, Commerce, 
and Labor. 


. i ‘HE White House directive respecting 
the committee’s assignment included 
the following specific statements : 


At the direction of the President the 
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committee will undertake a study to 

evaluate all factors pertaining to the 

continued development of energy sup- 
plies and resources fuels in the United 

States, with the aim of strengthening 

the national defense, providing orderly 

industrial growth, and assuring supplies 
for our expanding national economy 
and for any future emergency. 

The committee will review factors af- 
fecting the requirements and supplies of 
the major sources of energy including: 
coal (anthracite, bituminous, and 
lignite, as well as coke, coke tars, and 
synthetic liquid fuels) ; petroleum and 
natural gas. 

The committee has been aided greatly 
by an able and representative task force 
appointed pursuant to the President’s in- 
structions. The committee’s recommenda- 
tions are set forth below. 


Recommendations 


1. Natural Gas Regulation 


W: believe the problem of natural gas 
regulation should be approached 
from the viewpoint of assuring adequate 
supplies and the discovery and develop- 
ment of additional reserves to support 
such supplies, in the interests of national 
defense, an expanding domestic economy, 
and reasonable prices to consumers. 

To secure these objectives, it is essen- 
tial to give due consideration to (1) the 
operations known as the production of 
natural gas, (2) the transportation of gas 
in interstate transmission lines, and (3) 
the distribution of gas in municipalities. 
Individual companies may engage in more 
than one of these activities. Each opera- 
tion of such companies should be treated 
by like criteria according to its appropriate 
industry function. 

In the production of natural gas it is 
important that sound conservation prac- 
tices be continued. This area of conserva- 
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tion management is under the jurisdiction 
of state conservation commissions. In the 
interest of a sound fuels policy and the 
protection of the national defense and 
consumer interests by assuring such a con- 
tinued exploration for and development 
of adequate reserves as to provide an ade- 
quate supply of natural gas, we believe the 
federal government should not control the 
production, gathering, processing, or sale 
of natural gas prior to its entry into an 
interstate pipeline. 

The interstate transmission of natural 
gas by the interstate transmission lines and 
the subsequent sale of such gas for resale 
are public utility functions and should be 
under the regulation of the Federal Power 
Commission. In considering the certifica- 
tion of new lines and applications for in- 
creased rates based on new or renegotiated 
purchase contracts, the commission should 
consider, in order to provide protection 
for the consumer, not only the assurance 
of supply but also whether the contract 
prices of the natural gas which the ap- 
plicant has contracted to buy are competi- 
tively arrived at and represent the reason- 
able market field price, giving due con- 
sideration, in the interest of competition, 
to the reasonableness and appropriateness 
of contract provisions as they relate to 
existing or future market field prices. 


HE several states or their political sub- 

divisions should continue to provide 
the public utility regulation of distributing 
companies in accordance with usual utility 
practices. Thus the complete cycle of 
natural gas production, transmission, and 
utilization will be appropriately regulated : 
the production and conservation of natural 
gas by the state conservation commissions; 
the interstate transmission of natural gas 
by the Federal Power Commission; and 
the distribution by the local public utility 
commission. 


WHAT OTHERS THINK 


2. Sales Below Cost by Interstate Pipe- 
line Companies 


B pe basic principle regarding the regu- 
lation of natural gas and the use of 
alternative energy sources should be as far 
as possible that of free choice by the con- 
sumer and free and fair competition 
among suppliers. This, it is confidently 
thought, will provide most effectively for 
the assurance and flexibility of energy 
supply, both for economic growth and 
strong security readiness. But sales either 
for resale or direct consumption below 
actual cost plus a fair proportion of fixed 
charges which drive out competing fuels 
constitute unfair competition and are 
inimical to a sound fuels economy. 

The committee recommends, therefore, 
that appropriate action be taken that will 
prohibit sales by interstate pipelines either 
for resale or for direct consumption, which 
drive out competing fuels because the 
charges are below actual cost plus a fair 
proportion of fixed charges. 


3. Eminent Domain for Natural Gas 
Storage 


The power of eminent domain for the 
acquisition of surface and mineral rights 
for the development of underground stor- 
age reservoirs should be granted subject 
to appropriate safeguards to protect the 
public safety, including the mining indus- 
try. 


4. Crude Oil Imports and Residual Fuel 
Oil Imports 


XN expanding domestic oil industry, 
plus a healthy oil industry in friendly 
countries which help to supply the United 
States market, constitute basically impor- 
tant elements in the kind of industrial 
strength which contributes most to a strong 
national defense. Other energy industries, 
especially coal, must also maintain a level 


of operation which will make possible 
rapid expansion in output should that be- 
come necessary. In this complex picture 
both domestic production and imports have 
important parts to play; neither should be 
sacrificed to the other. 

Since World War II importation of 
crude oil and residual fuel oil into the 
United States has increased substantially, 
with the result that today these oils sup- 
ply a significant part of the U. S. market 
for fuels. 

The committee believes that if the im- 
ports of crude and residual oils should 
exceed significantly the respective propor- 
tions that these imports of oils bore to the 
production of domestic crude oil in 1954, 
the domestic fuels situations could be so 
impaired as to endanger the orderly indus- 
trial growth which assures the military and 
civilian supplies and reserves that are 
necessary to the national defense. There 
would be an inadequate incentive for ex- 
ploration and the discovery of new sources 
of supply. 


r view of the foregoing, the committee 

concludes that in the interest of nation- 
al defense imports should be kept in the 
balance recommended above. It is highly 
desirable that this be done by voluntary, 
individual action of those who are import- 
ing or those who become importers of 
crude or residual oil. The committee be- 
lieves that every effort should be made and 
will be made to avoid the necessity of gov- 
ernment intervention. 

The committee recommends, however, 
that if in the future the imports of crude 
oil and residual fuel oils exceed significant- 
ly the respective proportions that such im- 
ported oils bore to domestic production of 
crude oil in 1954, appropriate action 
should be taken. 

The committee recommends further that 
the desirable proportionate relationships 
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between imports and domestic production 
be reviewed from time to time in the light 
of industrial expansion and changing eco- 
nomic and national defense requirements. 

In arriving at these conclusions and rec- 
ommendations, the committee has taken 
into consideration the importance to the 
economies of friendly countries of their 
oil exports to the United States as well as 
the importance to the United States of 
the accessibility of foreign oil supplies both 
in peace and war. 


5. Petroleum Refining Capacity 

bi ew Departments of Defense and the 

Interior should have studies made by 
their staffs and expert advisors as to the 
adequacy of present and prospective re- 
finery capacity, both as to amount and dis- 
persal, as well as other factors, to deter- 
mine the need for any measures to main- 
tain refinery capacity necessary for de- 
fense purposes, particularly the capacity 
operated by small, independent refineries. 


6. Tax Incentives 


a. Present tax provisions on coal, oil, 
and gas production have been an impor- 
tant factor in encouraging development of 
energy sources at a pace about in keeping 
with demand. Further analysis and study 
by the appropriate branches of the gov- 
ernment should from time to time be made 
to review the amount and method of mak- 
ing such allowances to maintain proper 
relationships with continuing changes in 
other features of the tax law. Any changes 
which may be proposed in the future must 
be analyzed in terms of their probable 
effect on development of domestic re- 
sources needed for economic progress and 
national defense as well as the fiscal and 
tax policies of the government. 

b. Retroactive tax legislation and spe- 
cial relief provisions should be avoided. 

c. Accelerated amortization should be 
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used only to insure the maintenance of a 
sound mobilization base for energy sup- 
plies. 


7. Research and Development Program 
for Coal (Text omitted.) 8. Unemploy- 
ment and Business Distress in the Coal 
Industry (Text omitted.) 9. Coal Freight 
Rates (Text omitted.) 10. Coal Exports 
(Text omitted.) 11. Mobilization Require- 
ments for Coke (Text omitted.) 


12. Government Fuel Purchasing Policy 


N working out a more consistent and 

equitable coal purchase policy, the fol- 
lowing steps should be taken: 

a. The Secretary of Labor under the 
Walsh-Healy Act should pursue his pres- 
ent policy of making determinations of 
wage standards applicable in the coal pro- 
ducing areas and should establish these 
standards at the earliest practicable date. 

b. The government agencies should, to 
the extent practicable, purchase not less 
than 75 per cent of their estimated annual 
coal requirements on a contract basis. 

c. All government agencies purchasing 
coal should, prior to and after the award 
of the contract, verify the quality of the 
coal offered and supplied to the agencies. 

d. All government contracts for the pur- 
chase of coal should contain appropriate 
escalator clauses which protect the buyer 
and the seller. 

e. In instances where it is not possible 
for a government agency to take all the 
coal for which it has contracted, the deficit 
should be apportioned equitably among all 
participating contract suppliers without 
penalty to the government. 

f. Coal suppliers should be required to 
submit, along with their bids, proof of 
their ability to produce the requirements 
at the times specified. 

g. All coal suppliers to the government, 
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regardless of size, should comply with the 
Federal Coal Mine Safety Act. 

h. All transactions with the government 
relating to coal purchases and supply 
should be public information. 

i. The domestic fuel purchasing policies 
set forth above should be applied to pur- 
chases of coal by companies acting as 
agents for the federal government, as well 
as to purchases made direct by government 
agencies. 


Prior to the purchase of any fuel by a 
federal government agency having a large 
annual use of fuel, that agency should re- 
quest advice from the Office of Defense 
Mobilization as to how this purchase can 
contribute to the maintenance of a strong 
mobilization base within the domestic fuels 
industry. The Office of Defense Mobiliza- 
tion should be directed by Executive Or- 
der to develop a mechanism for accom- 
plishing this objective. 





Swedish Telephone Depreciation on Replacement Basis 


_ the government-owned tele- 
phone-telegraph service which the 
Swedish Telegraph Administration has 
been putting at the disposal of the Swedish 
public for the past one hundred years is 
an idea of sound and independent finan- 
cial operation, unusual among national 
and federal enterprises in whatever coun- 
try. As the editor of Tele says, in the 
Swedish Telegraph Administration maga- 
zine’s jubilee issue, “the goal has always 
been, with the deepest sense of responsi- 
bility as regards Sweden’s economic, so- 
cial, and cultural development, to offer the 
best possible tele-service at prices that are 
in agreement with sound business.” In a 
subsequent article, entitled “The Financ- 
ing of the Swedish Telegraph Administra- 
tion’s Investment Program,” Hans Heim- 
birger, head of the financial division, tells 
us what the administration has been do- 
ing, in light of the sound business prac- 
tice goal. 

At the end of the Second World War, 
the administration found the need for new 
capital investment in the telephone field 
had grown considerably : 


A number of causes have contributed 
to this. It has been necessary to com- 
plete work which was neglected during 
the war, when the available labor and 


material were used for defense needs 
and to an extensive armament pro- 
gram; in addition the flow of new sub- 
scribers has reached a record level since 
the end of the war. The increased flow 
has, indeed, been so great that even 
now, eight years after the end of the 
war, the deficiencies of the war years 
have not been made up and there is a 
widespread shortage of reserves in ex- 
changes and line networks, and an ab- 
normally large number on the subscrib- 
ers’ waiting list. The number of appli- 
cations which have not been connected 
within three months has been for some 
years around 20,000 and the total num- 
ber of waiting subscribers can be esti- 
mated at about twice this, or 2 per cent 
of the total number of existing sub- 
scriptions. . 


Bien principal reason for the rapidly 
growing stream of subscribers, says 
Mr. Heimbiirger, has been the considerable 
increase in the standard of living, which 
has meant that those classes of the popu- 
lation which earlier regarded the telephone 
as beyond their means have come to feel 
the need for it: 


Even factory workers and farm la- 
borers now consider the telephone as a 
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necessity of life. The increased standard 
of living has also produced a high mar- 
riage frequency—people marry earlier 
than previously—and a greater break- 
ing up of households, since single men 
and women seek their own homes more 
and more in place of continuing to live 
with their parents or lodging in the 
homes of others. 


To some extent, too, the large flow of 
subscriptions has been the result of the 
telephone tariff schedules, the author adds. 
In 1948, all special initial and annual 
charges for lines to the subscriber’s tele- 
phone exchange were almost completely 
abandoned. This step was the last stage 
in the long-established policy of the tele- 
phone board that there should be an equal- 
ization of telephone charges between built- 
up areas and rural areas. It was felt that 
the cost of the telephone to the subscriber 
should be independent of where he lives: 


... In such a thinly populated country 
as Sweden, the result has naturally been 
that a considerable number of people 
who live far from the nearest telephone 
exchange could afford to take out a tele- 
phone subscription. It is true that at the 
same time a general effort to slow down 
the flow of subscriptions was made by 
increasing the initial charge for a sub- 
scription to 200 kr., but this had only a 
temporary effect since the reduction in 
the value of money, particularly during 
1951 and 1952, appreciably reduced the 
real value of this charge. Furthermore 
even a charge of 200 kr. was for a great 
part of the country areas an appreciably 
lower amount than was incurred pre- 
viously, when additional initial charges 
were made for line exceeding two kilo- 
meters in length. 


these factors, which stimulated new 
subscriptions and thus also increased 
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the need for investment, there was added 
a considerable need for capital for autom- 
atization and conversion to cable of the 
Swedish telephone network. This techni- 
cal modernization of telephone operation 
is one of the largest now going on in the 
entire Swedish community, according to 
the author, but it can be put through only 
with large amounts of additional capital. 
Contributing also to the need for capital, 
though on a minor scale, have been such 
things as the building up of a tele network 
and the modernization of broadcasting 
stations. 


. f ‘HE financing of new installations for 
the Swedish Administration is now 
carried out in the following way: 


The Riksdag [Swedish Parliament] 
fixes in each budget year the maximum 
amount which the administration may 
spend on investment and divides this 
investment grant into a certain number 
of sectional grants. So far as the pre- 
vious year’s grant has not been wholly 
used, it may be carried forward, so that 
in some cases the spending under vari- 
ous heads may be greater than the 
amount fixed by the Riksdag. .. . 

The grants made by the Riksdag do 
not, however, imply that these amounts 
in their entirety will be placed at the 
disposal of the Telegraph Administra- 
tion by the Treasury. The installation 
work must first be defrayed by the writ- 
ing down of capital during the year. 
The term “grant” is therefore rather 
misleading since in practice it is a ques- 
tion of fixing the maximum investment 
for various purposes. Funds may also 
be available for defraying installation 
costs as a result of sales of installations, 
for example the sale of older buildings 
no longer suitable for the administra- 
tion’s purposes, and also contributions 
which subscribers make towards some 
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installation work. These latter contribu- 
tions consist mainly of the single pay- 
ments made by subscribers for the pro- 
vision of private automatic branch ex- 
changes. Having regard to the competi- 
tion of purely internal telephone instal- 
lations without connection to the gen- 
eral telephone network, the board has 
found it desirable to adjust the charges 
for these automatic exchanges so that 
the subscriber pays a comparatively 
large amount as a contribution towards 
the installation cost and is in turn given 
the lowest possible subscription. 


S far as these receipts do not suffice, the 
administration must use the national 
funds for new installations. Where work 
for defense purposes is concerned—this 
applies to installations which do not pro- 
vide any income for the administration— 
the necessary funds are gained by direct 
grant from taxation in the national budget. 
Other necessary amounts are provided to 
the extent which the existing rules for the 
Swedish national budget permit, accord- 
ing to the author, with due regard given to 
the fact that these amounts constitute a 
loan for interest-bearing investment. In 
parentheses it must be pointed out that the 
Telegraph Administration does not pay in- 
terest on these loans but that instead any 
profit made by the administration must 
be handed over to the Treasury in its en- 
tirety. The demand laid upon the admin- 
istration is that this profit shall be at least 
equal to the current level of interest on the 
administration’s share of the national debt. 
Mr. Heimbiirger makes this explanatory 
statement regarding the substitution of 
replacement cost for original cost as the 
basis for depreciation accruals and deduc- 
tions: 


Beginning with the budget year 1951- 
52, a significant change in regard to the 
writing off of the administration’s capi- 
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tal equipment was made, in that the 
writing off is no longer to be calculated 
on the book value of the installations, 
that is on what they cost initially, but 
instead on their replacement value, or 
the book value corrected to take account 
of the decrease in the real value of 
money. In practice this recalculation is 
made with a special installation cost in- 
dex, which is based partly on the aver- 
age wage rate per hour for the admin- 
istration’s workers (including sick and 
holiday pay and expenses) and partly 
on some selected types of material used 
for the administration’s work, these 
prices being weighted in proportion to 
the consumption of the various classes 
of material. A separate building cost 
index is used for structural buildings 
and this is obtained from another 
source. The calculations will clearly only 
give an approximate picture of the 
change in costs. 


& an example of the workings of these 
calculations, the author takes the 
budget year 1952-53 to show that the re- 
placement value for buildings has been 
taken to be 61 per cent above the book 
value and the figures for telephone and 
telegraph installations are 88 per cent, and 
for various kinds of radio installation 71 
per cent above book value. Writing off is 
at the rate of 2 per cent for buildings (ex- 
cluding site values), 4 per cent for tele- 
phone and telegraph installations, and 10 
per cent for radio installations, corre- 
sponding to an assumed average life for 
these installations of fifty, twenty-five, and 
ten years, respectively. So far as can be 
judged, the Swedish expert states, these 
estimated lives should be somewhat con- 
servative. 

In order to carry through the change 
in the manner of writing off depreciation, 
an increase of charges by the administra- 
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tion naturally was unavoidable, but there 
were several complicating factors: 


... At the same time such an increase 
was necessary as a result of the large 
increase of prices and wages which took 
place during 1951 and which was a con- 
sequence both of the general increase of 
prices in international markets after the 
outbreak of the Korean War and of 
the elimination of certain food and 
other subsidies. Although it was thus a 
case of a double raise of the tariff, the 
increase was carried through without 
difficulty because the increase in charges 
was less than the general price and wage 
increases above the prewar level. That 
this was possible must be attributed to 
the saving in operating costs which had 
steadily been made by automatization. 
After the general price and wage level 
in Sweden took a new step upwards in 
1952, a further increase in tariffs be- 
came necessary, but this, however, did 
not need to be as great as in the pre- 
vious year. 

This also did not affect appreciably 
the earlier relation between the in- 


creases in tariffs and the general 
price level. Compared with 1935, the 
basic year for the Swedish cost of liv- 
ing index, the cost of living in Sweden 
had risen in the spring of 1953 by 113 
per cent, while the increase of the most 
common telephone charges had been 
limited to 58-86 per cent. 


a the increase in writing off rates, 
which was the result of the new regu- 
lation, the author states that the estimates 
of financing of installation work for 1952- 
53 took the following form: 


Million Kr. 
Dal IVESURIRE 5 6 oie 6 o5'nsdssu sees 248.0 
Charged against this: 
WME NG 052 515% 6058 Sai és 5s xh%-2 145.0 


Installation contribution from sub- 


scribers and sales of equipment 25 
Provided by the Treasury 

ROOM RAROUOG 54% 2056450000650 25 

ROTOR Beckie wih sig oo S600 v0's 0s 98.0 


Of the total installation costs for the 
budget year 1952-53, the author concludes, 
the administration thus supplies 147,500,- 
000 kr. or about 60 per cent, while the 
Treasury contribution amounts to 100,- 
500,000 kr., or 40 per cent. 





The March of Federal Taxes 


a i 1939, World War II started in Europe. In that year, for 
every dollar we paid out in dividends we provided 37 cents for 
payment of federal income taxes. In 1953, for each dollar of divi- 
dends, we provided $1.16 for federal income taxes. In other words, 
during this inflationary war and postwar period, our burden of 
federal income taxes more than tripled relative to dividends. And 
this does not include the personal income taxes you, in turn, paid 
on the dividends you received. We recognize, of course, that our 
government must be supported. Our only question is whether or 
not corporations and their stockholders are today paying more than 
their fair share.” 
—WILLIs GALE, 
Chairman of the board, Commonwealth 
Edison Company. 
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The March of 
Events 


Smith Always Independent 


N° Senate hearings have yet been 
slated on President Eisenhower’s 
nomination of William R. Connole to the 
Federal Power Commission. Connole’s 
term would not start until the expiration 
of the present term of Commissioner Nel- 
son Lee Smith on June 22nd. 

In this connection, it was stated in Pus- 
LIc UTILITIES FORTNIGHTLY, March 17th 
issue, page 338, that Commissioner Smith 
was listed as a Republican when appointed 
to the FPC but later changed to Inde- 
pendent. It has since been noted that Com- 
missioner Smith, who informed President 
Eisenhower that he did not desire reap- 
pointment, has been officially an Inde- 
pendent since 1937, and the transcript of 
the record on the hearings before the 
Senate Interstate Commerce Committee 
regarding his confirmation in 1950 specifi- 
cally covers this point. 

The erroneous assumption was caused 
by the fact that Commissioner Smith was 
originally charged to the commission as 
a Republican, in accordance with prece- 
dent, because he was a non-Democratic 
member when originally appointed in 
1943. 


"tile, Mae 


INGA Meeting Planned 


ie iheo annual membership meeting of 
the Independent Natural Gas Asso- 
ciation of America will be held September 
11th to 13th, inclusive, at Jasper Park 
Lodge, Jasper National Park, Jasper, 
Alberta, Canada. Reservations for the 
meeting are being handled by the associa- 
tion’s headquarters in Washington, D. C. 
Attendance at the meeting will afford an 
opportunity to visit Yellowstone and 
Glacier National parks, also Lake Louise 
or Banff. 


Appointees Approved 


_o Senate on March 14th approved 
without objection President Eisen- 
hower’s nomination of John von Neu- 
mann, of New Jersey, to be a member 
of the Atomic Energy Commission. 

The Senate also confirmed the nomi- 
nation of George C. McConnaughey, of 
Ohio, to be a member of the Federal Com- 
munications Commission. He has already 
been named chairman of the FCC under 
a recess appointment dated October 4th. 
Allen Whitfield of Des Moines, Iowa, has 
been named to the AEC. 
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Florida 


Phone Rate Increases 
Approved 


HE state railroad and public utilities 

commission issued an order on March 
9th permitting the North Florida Tele- 
phone Company to charge higher rates in 
several communities on a 12-month trial 
basis. 

The commission said the utility is ac- 
quiring exchanges of the Florida Tele- 
phone Corporation in 10 communities at 
a cost of $555,000 and plans to convert 
these and three new exchanges to dial 
operation. 

The order said to do this it will be 
necessary to borrow $2,500,000 from the 
Rural Electrification Administration and 
attract $468,100 in equity capital. 

Declaring it was unwilling to make a 
final order but would hear the case again 
after a 12-month trial of the rates, the 
commission said, “It is apparent from the 
evidence before the commission that some 
increases must now be allowed to become 
effective at each exchange as it is con- 


verted to dial.” The order directed the 
company to post a $5,000 bond for each 
exchange to cover any future downward 
adjustment of the rates. 


AEC Approves Power 
Reactor Study 


—- L. Srrauss, chairman of the 
Atomic Energy Commission, recently 
announced the commission had approved a 
proposal by the Seminole Electric Co- 
operative, Inc., of Madison, Florida, to 
study the feasibility of small central sta- 
tion nuclear power plants. The study will 
be performed under the AEC’s industrial 
participation program, which has been 
under way since 1951. 

Seminole is a federation of five electric 
distribution co-operatives in north-central 
Florida. The member co-operatives are 
financed by Rural Electrification Admin- 
istration loans. The REA will observe and 
assist in the Seminole study and will re- 
port to the REA borrowers on develop- 
ments affecting the REA program. 


® 
Idaho 


Municipal Gas Facilities 
Proposed 

ee state constitutional amend- 
ment to allow Idaho cities and vil- 
lages to operate and maintain facilities for 
distribution and sale of natural gas was 
introduced in the state senate early this 

month by its state affairs committee. 
Under the proposal, facilities for dis- 
tribution of natural gas would be included 
with water systems, sewage disposal 
plants, and off-street parking facilities 
that cities would be allowed to finance with 

revenue bonds. 
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Municipalities would be authorized to 
“purchase, construct, equip, operate, and 
maintain facilities for the distribution and 
sale af natural gas.” The localities would 
be authorized to “levy such rates and 
charges as may be deemed necessary, and 
to issue, without limitation, revenue bonds 
to pay for the same.” 

The state attorney general had earlier 
expressed doubt as to the constitutionality 
of a bill previously introduced in the Idaho 
house which would authorize cities to 
create authorities to finance and handle 
natural gas distribution facilities. 
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‘ THE MARCH OF EVENTS 


Minnesota 


Commissioners Oppose Change 


—— opposition was recently ex- 
pressed by the state railroad and ware- 
house commissioners against Governor 
Freeman’s proposal to strip the agency of 
much of its power and to make members 
appointive instead of elective. 

A letter to state legislators protesting 
the governor’s reorganization plan was 
signed by Commission Chairman Ewald 
W. Lund and the other two commission- 
ers, Hjalmar Petersen and Paul A. Ras- 
mussen. They wrote: 


It is our judgment that the interest 
of the public can be served best by hav- 
ing the commissioners elected by the 
voters and responsible to them. 


> 


It seems strange that the voters who 
have the ability to elect a governor, 
secretary of state, attorney general, and 
other state officials, as well as the mem- 
bers of the state legislature, for some 
unknown reason should lose their capa- 
bility to elect qualified men as members 
of the Minnesota Railroad and Ware- 
house Commission. 

In a representative form of govern- 
ment, the closer the government can be 
kept to the people the better. 


Governor Freeman recommended that 
the legislature abolish the commission as 
an elective agency and place its rate- 
making functions in a new 3-member state 
public utilities commission appointed by 
the governor. 


Missouri 


Bill to Repeal Utility Antistrike 
Act Introduced 


A to repeal the King-Thompson 
Act, prohibiting strikes against pub- 
lic utilities, was among bills introduced in 
the state house recently. 

The measure, two lines in length, would 
repeal all sections of the act, which was 
passed in 1947 in an effort to assure con- 
tinued operation of essential public utili- 
ties in the interests of the welfare of the 
state as a whole. 


> 


The repeal measure was similar to ones 
which have been introduced at previous 
sessions of the legislature. 

The law provides machinery for arbi- 
tration of disputes between labor and the 
utilities and authorizes seizure and opera- 
tion of the utilities by the state, if deemed 
necessary by the governor. 

Another bill which would modify the 
present law by making the state liable for 
damages that might accrue during the 
period a utility was under state control also 
was introduced. 


Montana 


Attorney General May 
Challenge Rates 


ens of the state attorney general to 
challenge the validity of public utility 
rate increases granted by the state public 
service commission was upheld early this 
month by the state supreme court. 


397 


Unanimous opinions by the high state 
tribunal sent back to the district court two 
companion cases for trial on their merits. 
The cases were instituted by State Attor- 
ney General Arnold H. Olsen in an 
attempt to nullify a telephone rate boost 
for the Mountain States Telephone & 
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Telegraph Company and a gas rate hike rates are bringing Montana Power an ex- 
for the Montana Power Company. Both tra $1,400,000. 
rate increases had been approved by the The Lewis and Clark county district 
commission in 1953. court at Helena had ruled in both cases 
Olsen claims the increased phone rates that Olsen, as attorney general, lacked the 
are bringing Mountain States $1,288,300 right to make an appeal because he did not 
a year in Montana, while the higher gas show himself to be a party in interest. 
bd 
Nebraska 
Power Line Resolution Nebraska, is urged in a resolution intro- 
Offered duced in the state legislature recently. 


ane construction of a high-voltage The resolution would ask Congress for 
transmission line from Fort Randall funds to complete a 230,000-volt line by 
dam in South Dakota to Grand Island, 1956. 

& 


Vermont 


State Power Authority thority would take all power negotiations 
Proposed out of the hands of the state public service 


‘ssion. Th Sain Rating im 
| ome to set up a state power authority, commission. The commission is now s 


empowered to construct transmis- up as the state agency authorized to 
sion facilities and atomic reactor plants, negotiate with New York state for St. 


was recently reported being sponsored in Lawrence power. A bill extending the au- 
the state legislature. The authority set up thority to contract for transmission of the 
would be called the Vermont Energy power passed the house recently. 

Corporation, to be managed by a board of The authority would be set up as a self- 


five directors named by the governor with paying proposition. All appropriations 
senate approval. made by the state would be treated as ad- 
Declaring that low-cost power and ac- vances to be repaid without interest out 
quisition of its sources were in the general of the proceeds of bonds or revenues de- 
public interest, the sponsors said the au- rived from any project of the agency. 
» 
Wisconsin 


ney, member of the commission since 


Commissioner Appointed 
PP 1939. Kohler said that Whitney’s age 


norte Walter Kohler recently an- (seventy-four) was the reason for not re- 
nounced the appointment of Assem- appointing him. 
blyman Nicholas J. Lesselyoung (Repub- “Mr. Whitney has a distinguished rec- 
lican, Fond du Lac) to the state public ord as a member of the commission, and 
service commission, to take his new post the citizens of the state owe him a debt 
after the 1955 state legislature adjourns of gratitude for the work he has done,” 
next summer. Kohler said in his announcement. 
Lesselyoung will succeed W. F. Whit- Whitney’s term expired on March 7th. 
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Progress of Regulation 


Litigation Expense Included in Original Cost of Licensed 
Power Project 


ew incurred by a power company in 
unsuccessful litigation to resist and 
avoid compliance with a regulation requir- 
ing a license for a power project should 
be allowed as part of the original cost of 
the project, according to the United States 
court of appeals. It so held in reversing a 
Federal Power Commission order exclud- 
ing these expenses, reported in (1954) 3 
PUR3d 116, 121. 

The litigation was reported in PUR 
1933C 433, (1939) 31 PUR NS 65, and 
(1940) 36 PUR NS 129, and has been 
referred to as the “New river litigation.” 
It concerned the company’s unsuccessful 
efforts to avoid taking a standard form 
license for the project. It ended when the 
Supreme Court held that the New river 
was a navigable water and that a license 
was required for any power project con- 
structed on it. 


Basis for Expenses 


The company had good reasons for 
thinking that these suits were well- 
founded. In addition to a report of the 
Chief of Engineers that the new river was 
not navigable, the company had the opin- 
ion of the Honorable Charles E. Hughes, 
one of the “greatest lawyers of the coun- 
try,” that the company could not be re- 


quired to take the standard form license 
to which it was objecting. The company 
also knew that the Attorney General of 
the United States had given an opinion 
that the United States had no power to 
prevent the construction of the project un- 
less its operation would tend to impair 
navigability of another river and for that 
reason had recommended the issuance of 
a minor part license. 

In addition to this, the state of Virginia 
was asserting conflicting rights. The court 
concluded that in view of this state of af- 
fairs, it was not only wise but necessary 
that a court decision be obtained to set 
these questions at rest. It said: 


The litigation was unquestionably 
undertaken for the benefit of the project 
which was ultimately licensed, and the 
costs of that litigation were a part of 
the legitimate costs of bringing that 
project into being. Any businessman 
would so regard them, any purchaser of 
the project would so regard them, and 
there is nothing in the statute which re- 
quires that they be treated in any other 
manner. 


Net Investment Defined 


The term “net investment” as used in 
the Federal Power Act is defined by refer- 


MARCH 31, 1955 








PUBLIC UTILITIES FORTNIGHTLY 


ence to a classification under the Interstate 
Commerce Act as meaning actual legit- 
imate original cost. The term “cost” as 
used in the Interstate Commerce Commis- 
sion regulations includes all processes con- 
nected with the acquisition and construc- 
tion of original equipment. The court held, 
consequently, that the litigation expendi- 
tures were unquestionably made in con- 
nection with the construction of the proj- 
ect and fell within the letter as well as the 
spirit of the regulation. 


Imprudent Expenditures 


It was conceded that if the expenses had 
been imprudently made, had not been made 
in good faith, or had been excessive in 
amount, they should not be allowed. But 
they were not attacked on any of these 
grounds. On the contrary, the commission 
conceded that they were prudent, proper, 


and reasonable, and that they would be 
capitalizable as a part of the cost of the 
project for all purposes except the pur- 
poses of the statute here under considera- 
tion. The court concluded they were capi- 
talizable for that purpose also, saying: 


If the valuation should ever become 
important for the purposes of purchase 
or rate making it will be because the 
company’s investment in the property 
is less than its fair value, for the lowest 
of these must be taken under the statute ; 
and if rate making or purchase is to be 
based on investment in property which 
is lower than its fair value, it is but fair 
and honest that all of the investment 
which the owner has made in the prop- 
erty be considered. 


Appalachian Electric Power Co. v. Fed- 
eral Power Commission, No. 6835, Janu- 
ary 5, 1955. 


Tax Claim on 100 Per Cent Defense Facilities 
Construction Cost Allowed 


HE United States court of claims has 

ruled (4 to 1) that an electric utility 
could recover $5,885,388.22, which it 
claimed in overpaid, income and excess 
profits taxes for the years 1943-45. 
During World War II, demand was made 
upon the utility for additional service re- 
quiring an expansion of its facilities. Pur- 
suant to § 124 of the Internal Revenue 
Code, the utility company applied for a 
“necessity certificate” covering new plant 
construction and a transmission line 55 
miles to a substation, a total claim of 
$11,246,256.54 for purposes of amortiza- 
tion. The opinion of Judge Madden, for 
the court’s majority, stated: 


. . . Because of the 35 per cent limita- 
tion in the certificate, the Commissioner 
of Internal Revenue permitted the rapid 
amortization of only 35 per cent of the 
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plaintiff’s costs of construction, instead 
of 100 per cent of those costs which, 
the plaintiff claims, he should have per- 
mitted. 

In the case of Wickes Corp. v. United 
States (1952) 123 C Cls 741, 108 F 
Supp 616, we had the same problem. 
We discussed at length the history and 
the policy of the statute permitting 
rapid amortization. We concluded that 
the attempted 35 per cent limitation in- 
serted in the necessity certificate in that 
case was invalid, as a contradiction of 
the statute. What we said in that case 
is applicable to this one. 

Defendant’s motion for summary 
judgment is denied and plaintiff’s mo- 
tion is granted. 


In the Wickes Case the court had held 
(also in an opinion by Judge Madden) 
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that the War Production Board had no 
power “to put the 35 per cent limit on 
the amount of the cost of the facilities 
on which amortization should be com- 
puted.” It was ruled that the board’s only 
function was to determine whether the 
facilities ‘“were necessary in the interest 
of national defense during the emergency 


& 


period.” The court added that any attempt 
by the board to reduce the benefits, which 
Congress granted to the person whose fa- 
cilities answered that description, was in 
violation of the statute. Chief Judge Jones 
dissented in both cases. Ohio Power Co. 
v. United States, No. 218-54, March 1, 
1955. 


Dixon-Yates Financing Plan Approved 


yen SoutH UTILiTIEs, INC., a 
holding company headed by E. H. 
Dixon, and The Southern Company, a 
holding company headed by E. A. Yates, 
have been authorized by the Securities and 
Exchange Commission to acquire the 
common stock to be issued by Mississippi 
Valley Generating Company, an electric 
company organized to furnish power un- 
der contract with the Atomic Energy Com- 
mission. The commission referred to the 
power contract, but held the question of 
its legality was essentially collateral in the 
context of its primary responsibilities un- 
der the Holding Company Act. It accepted 
the conclusions in favor of the legality of 
the contract arrived at by other federal 
authorities. 


Debt Ratio 


The stock would constitute about 5 per 
cent of the new capital structure. The re- 
maining capital would be supplied from 
the sale of debt securities. Approval of 
the latter was to be sought subsequently. 
Objectors claimed that the proposed debt- 
equity ratio provided insufficient equity 
capital under the standards of the Holding 
Company Act. The commission rejected 
the argument, finding that the proposed 
ratio did not call for any special terms or 
conditions to protect investors, consumers, 
or the public. The financing had the 
approval of the commission of the state in 


401 


which the company was organized and 
operating. Furthermore, under the power 
contract, the company was expected to get 
an income sufficient to service its debt. 
The claim that the issuance of the com- 
mon stock should not be approved in the 
absence of definitive terms of the com- 
pany’s proposed debt financing was also 
rejected. On prior occasions the commis- 
sion has approved common stock financ- 
ings, as preliminary steps in the launching 
of newly organized companies, without 
having before it the terms of the debt 
securities to be subsequently issued and 
sold. The issuance and sale of the debt 
securities and their terms will be the sub- 
ject of future proceedings before the 
commission, and its jurisdiction with re- 
spect to them will not be limited by 
approval of the present application. 


Stock Acquisition 


The commission disagreed with the 
argument that the acquisition should be 
disapproved under § 10(b) (1) of the act 
because it would tend towards interlock- 
ing relations or the concentration of con- 
trol detrimental to the public interest or 
the interest of investors or consumers. It 
said that Congress, in enacting the Atomic 
Energy Act of 1954, necessarily contem- 
plated such interlocking relations and con- 
centration of control as are inherent in 
a power contract between the Atomic En- 
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ergy Commission and a subsidiary of more 
than one registered holding company. 
Such relations and control are not, there- 
fore, ipso facto detrimental to the public 
interest, within the meaning of the Hold- 
ing Company Act. 


Holding Company Integration Standards 


Joint holding company ownership of a 
generating plant may be permitted within 
the integration standards of the Holding 
Company Act, according to the commis- 
sion. There will be a direct physical in- 
terconnection between the operating com- 
pany and one of the holding company sys- 
tems immediately upon construction of 
the plant. There will be interconnections 
with the other system through existing 
facilities of the one system and the TVA. 
The facilities of the systems are capable 
of physical interconnection economically 
through the building of a transmission 
line. Pointing out that the performance of 
a long-term contract to supply power to 
the government is the reason for the 
acquisition, the commission said that the 
public interest in enabling government 


€ 


agencies to obtain their power require- 
ments from a source selected by duly em- 
powered federal instrumentalities is a con- 
sideration that it cannot disregard in 
applying the integration standards of the 
Holding Company Act. 


Dissenting Opinion 

Commissioner Rowen dissented on the 
ground that the acquisition by The South- 
ern Company did not make for economic 
and efficient development of its utility sys- 
tem as required by the Holding Company 
Act. He concluded that the acquisition 
would not meet any present needs of that 
system for power, and that it was unre- 
lated to its future development. 

It did not appear to Commissioner 
Rowen that direct interconnection between 
the operating company and The Southern 
Company was possible economically. The 
statutory requirement that the operations 
of a system must be confined to “single 
area or region” would not, in his opinion, 
be satisfied. Re Mississippi Valley Gen- 
erating Co. File No. 70-3319, Release No. 
12794, February 9, 1955. 


Interstate Commerce Commission’s Intrastate Rail Rate 
Increase Reversed 


HE United States district court set 
aside and enjoined an Interstate Com- 
merce Commission order requiring rail- 
roads to increase intrastate freight rates. 
The mere existence of a disparity between 
interstate and intrastate rates did not au- 
thorize the commission to interfere with 
the rates established by the state regula- 
tory body. 
The state commission could validly fix 
a lower intrastate rate unless undue ad- 
vantage and an unfair discrimination 
against interstate traffic would result. The 
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provisions of the Interstate Commerce Act 
prohibiting preferences and discrimina- 
tion in respect to interstate and intrastate 
rates did not automatically require com- 
plete uniformity in rates. 

The Interstate Commerce Commission, 
said the court, could not exercise the 
power to nullify intrastate rates, unless 
certain things could be shown: Such rates 
must be abnormally low and not con- 
tribute a fair share of the revenues of the 
carriers involved; the disparity between 
rates must be substantial and must dis- 





criminate against interstate commerce and 
result in injury to interstate shippers; the 
Interstate Commerce Commission’s pro- 
posed rates must be reasonable and result 
in a substantial increase in the carrier’s 
revenues. 

The commission’s findings were not sub- 
stantiated since it had not separated the 
railroad’s revenues, expenses, and proper- 
ties between interstate and intrastate 
operations. The findings of the state body, 
familiar with intrastate freight rates, de- 
tracted heavily against the Interstate 
Commerce Commission’s findings where 
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its opinion differed from that of the fed- 
eral body. Different conditions, circum- 
stances, and situations in various states 
require and justify different results in fix- 
ing intrastate rates. 

Competition is a factor that could not 
be ignored, either by the Interstate Com- 
merce Commission or the reviewing court. 
Nor could the Interstate Commerce Com- 
mission disregard evidence that the pas- 
senger deficits in the state were less than 
those of the nation as a whole. Mississippi 
Pub. Service Commission v. United 
States, 124 F Supp 809. 


Commission Rules on Rights to Individual and 
Corporate “Grandfather” Permits 


MARYLAND statute made all carriers 

of inflammable or combustible liq- 

uids in bulk in tank vehicles, subject to 

commission jurisdiction. A number of in- 

dividuals, partnerships, and corporations 

filed applications for permits. The statute 

required the commission to issue a “grand- 

father” permit to any carrier actually in 
operation at the critical date set forth. 

The commission passed upon the vari- 
ous applications with the thought in mind 
that the protection of the public from dan- 
gers inherent in the transportation of 
highly flammable liquids was paramount 
in the legislative mind. The usual reasons 
for regulation—public convenience and 
necessity—were only secondary consid- 
erations. This was borne out by the statute 
itself, which required proof of compliance 
with the commission’s safety regulations 
and proof that the applicants had obtained 
public liability insurance. 

The commission, in its permit delibera- 
tions, did not distinguish between common 
and contract carriers. Both were grouped 
together as public carriers. Therefore, 


permits were issued to all carriers in opera- 





tion at the critical date who had complied 
with the statutory requirements. 

With respect to the application of an 
individual who had subsequently formed 
two corporations and had applied for two 
separate permits, the commission was of 
the opinion that only one permit should be 
issued. The “grandfather” clause was in- 
tended to preserve the carrier businesses 
in existence at the time of the adoption 
of the statute, the commission said, and 
not to multiply them. 

The individual then claimed that it made 
no particular difference under the “grand- 
father” clause who received the permit. 
The commission concluded, however, that 
since the individual had been operating 
as such at the critical date, the permit 
should be issued to him as an individual. 
To do otherwise would in effect perpetuate 
the carrier. Also, the statute contained 
no provision for the assignment or trans- 
fer of a certificate and made such certifi- 
cate personal to the party who actually 
was in operation on the “grandfather” 
date. The same conclusion was reached 
with respect to the application of a part- 
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nership which had subsequently incorpo- 
rated. 

The commission reached a different re- 
sult with respect to two corporations 
applying for two separate permits. Here, 
the commission found that both corpora- 
tions were in existence on the critical date 
and that it had no authority to lump to- 
gether applications by two corporations 
where each corporation met the strict lit- 
eral statutory requirements. 

The commission next considered to 
what extent the carriers entitled to per- 
mits under the “grandfather” clause 
would be allowed to conduct their opera- 
tions under the permits issued. The pur- 
pose of the statute, the commission said, 


e 


was to preserve rights in existence on the 
critical date, not to enlarge or multiply 
them, nor, except as required for the 
safety and protection of the public, to re- 
strict or reduce them. Therefore, the 
character of the carrier’s business on the 
critical date would be maintained in oper- 
ating under its “grandfather” clause per- 
mit. A carrier whose business was solely 
by contract on that date would not be 
allowed to begin operations as a common 
carrier. Conversely, a common carrier 
would not be allowed suddenly to become 
a contract carrier. Re Carriers of Inflam- 
mable or Combustible Liquids, in Tank 
Vehicles, Case No. 5364, Opinion and 
Order No. 51105, December 8, 1954. 


Cost of Capital Affects Water Rates 


HE Connecticut commission, in au- 

thorizing a water rate increase, held 
that the company’s return should be suffi- 
cient to assure confidence in its financial 
soundness, to maintain its credit, and to 
enable it to raise the money necessary for 
the proper discharge of its public duties. 
There is no single approach which is suffi- 
cient for all times and all companies, under 
all economic conditions, however, the 
commission said. In developing a suitable 
rate of return, attention necessarily should 
be given to the factors which determine 
the value investors place on the company’s 
securities. 


Comparable Return 


The level at which rates for this or any 
other utility should be fixed, according to 
the commission, is measured by a determi- 


= 


nation whether these rates produce reve- 
nues which are sufficient to meet all 
reasonable operating expenses, including 
depreciation and taxes, and have remain- 
ing an operating income which, expressed 
as the ratio of those dollars to the dollars 
devoted to the public service, will approxi- 
mate the ratio of similar dollars earned by 
similar companies attended by corre- 
sponding risks and uncertainties. 


Return Allowance 


The rates authorized were calculated to 
yield a return of about 5.55 per cent after 
giving effect to the issuance of additional 
shares of common stock, with the attend- 
ant changes in federal income tax liability 
after bond retirements. Re Bridgeport 
Hydraulic Co. Docket No. 9013, January 
26, 1955. 


Other Important Rulings 


Deficiency Reduced. The West Virginia 
commission, in authorizing a natural gas 
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company to increase rates to produce a 
return of 6.20 per cent, commented that 
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the amount requested by the company 
would be reduced where the company’s 
claimed operating deficiency had been re- 
duced by virtue of the pipeline supplier’s 
withdrawal of a request to increase whole- 
sale rates. Re Hope Nat. Gas Co. Case 
No. 4086, November 5, 1954. 


Transfer of Certificate. The supreme 
court of appeals of Virginia held that the 
commission had no authority to issue a 
new certificate containing a point-of- 
origin restriction to a transferee seeking 
commission approval of the transfer of 
the existing certificate where the existing 
certificate contained no restriction and the 
carrier had complied with all commission 
rules as to transfer of such certificates. 
Cook (Frank L.) Transfer v. Common- 
wealth of Virginia, 83 SE2d 733. 


Jeep Classified As Passenger Vehicle. 
The United States court of appeals, in al- 
lowing a railroad to recover additional 
freight charges, held that a motor vehicle, 
commonly known as a jeep, should be 
classified as a passenger vehicle for the 
purpose of determining railroad transpor- 
tation charges under tariffs filed with the 
Interstate Commerce Commission. United 
States v. Louisville & N. R. 217 Fd 
307. 


Railroad Branch Discontinuance. The 
Pennsylvania superior court, in affirming 
a commission decision permitting a rail- 
road to discontinue an unprofitable branch, 
noted that the questions involved in a serv- 
ice abandonment proceeding are adminis- 
trative ones within the discretion of the 
commission. Sherwood v. Pennsylvania 
Pub. Utility Commission, 109 A2d 220. 


No Injunction against Competitive 
Taxi Service. The New York supreme 
court refused to enjoin the operation of a 


competitive taxi service which operated 
between a large city and a mountain area 
where the service sought to be restrained 
did not constitute an omnibus line within 
the statutory definition. Andy’s Taxi Serv- 
ice Inc. v. Lawrence’s Taxi Service, 136 
NYS2d 330. 


Passenger Train Discontinuance. The 
New York supreme court affirmed a com- 
mission order denying a railroad’s request 
for permission to discontinue the operation 
of certain passenger trains where discon- 
tinuance would leave cities served by these 
trains without through service during the 
daytime to the state capital, and where it 
would not be proper to permit the railroad 
to retain a lucrative freight business and 
disavow its obligation to provide adequate 
passenger service. Delaware & Hudson R. 
Corp. v. New York Pub. Service Commis- 
sion, 136 NYS2d 510. 


Denial of Rehearing. The New York 
commission held that the mere fact that 
a railroad, either through inadvertence or 
for some other reason, failed to present a 
proper and convincing case in a proceed- 
ing to discontinue certain services was not 
a ground for granting a rehearing. Re 
New York C. R. Co. Case 16883, January 
10, 1955. 


Agency Station Abandonment. A rail- 
road was not allowed by the New York 
commission to change the status of a sta- 
tion to that of a nonagency freight station 
where the substantial revenues received 
and the distance to the nearest remaining 
stations, taken together, showed a public 
need for the continuance of the station. 
Re Pennsylvania R. Co. Case Nos. 16978, 
17032, January 10, 1955. 


Price Too Low for Property Sale. The 
New Jersey board would not approve the 
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sale and conveyance of certain property 
of a combined gas and electric company, 
even though the sale would not adversely 
affect the company’s ability to furnish 
safe, adequate, and proper service, where 
the company could have sold the property 
for a higher price. Re Public Service Elec- 
tric & Gas Co. Docket No. 8309, January 
12, 1955. 


Mixed Train Service Changed. A rail- 
road was authorized by the North Dakota 
commission to change from daily to tri- 
weekly mixed service between certain 
points where little public demand existed 
for the daily service and the revenues pro- 


duced were not sufficient to recoup the ex- 
penses incurred in operation. Brotherhood 
of Locomotive Engineers v. Minneapolis, 
St. P. & S. Ste. M. R. Co. Case No. 5156, 
December 30, 1954. 


Commutation Fares Increased. The 
New Jersey board authorized a railroad 
to increase local passenger commutation 
fares 10 per cent with the maximum price 
of the unlimited monthly ticket not in 
excess of 40 times the one-way fare and 
at least a stated sum lower than the inter- 
state fares for the same distance. Re 
Delaware, L. & W. R. Co. Docket No. 
8264, January 17, 1955. 
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CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re California Electric Power Company 


Decision No. 50909, Application No. 34958 (Amended) 
December 28, 1954 


PPLICATION by power company for authority to increase 
A rates; granted. 


Evidence, § 3 — Judicial notice — Income tax changes. 
1. A commission, when computing the reasonableness of an electric utility’s 
rate increase application, may take official notice of the fact that under a 
newly enacted Internal Revenue Code, the federal normal income tax rate will 
decrease 5 percentage points, effective in the coming year, p. 36. 


Return, § 25 — Comparative earnings — Electric companies. 
2. While information relative to the earnings of other electric utilities 
on invested capital is informative and is a factor which can be considered, 
the commission, in fixing rates, will concern itself primarily with the deter- 
mination of the fair return to be allowed on the investment which pertains 
to a particular applicant’s intrastate electric operations, p. 36. 


Return, § 87 — Electricity. 
3. An electric utility was allowed a return of 6.25 per cent on its rate base 
in a proceeding in which a return of 6 per cent was found to be fair and 
reasonable, where it appeared that an additional allowance was necessary 
to compensate the company for an admitted down trend in return so that 
the company would be sure to earn a 6 per cent return in the future, p. 36. 


Rates, § 171 — Uniformity — Electricity — Allocation of increase. 

4. An electric company which did not seek a rate increase for service 
in one portion of its territory, in which its present rates were fixed at the same 
level as the rates of another company serving in the same area, was directed 
to apply part of a newly approved rate increase to this area in order to 
maintain a reasonable relationship between such rates and those to be author- 
ized for service to customers in other parts of the company’s territory, 
p. 38. 


Rates, § 367 — Electric — Special service. 
5. An electric company was directed to discontinue a rate schedule for 
what involved primarily energy exchange or special service to utilities or 
public agencies, where it appeared that the schedule already had been 
closed, that is, no new customers would be added on this schedule, and that 
the serving of this type of customers was not profitable to the utility and was 
unduly discriminatory to its other customers, p. 38. 


Revenues, § 2 — Determination of net revenues. 
Discussion of the method of determining net electric revenues after a rate 
increase by the use of a net-to-gross multiplier lta in to reflect tax 
requirements, p. 35. 
[3] 33 7 PUR 3d 
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Rates, § 321 — Electricity — Company obligations. 
Statement that an electric company should annually review its electric 
rate area boundaries and take the initiative in developing appropriate rate 
level zoning criteria by which customers may be transferred to more appro- 
priate rate levels as future conditions or growth of the system make such 


transfers warranted, p. 40. 


APPEARANCES: Henry W. Coil, 
Albert Cage, Donald J. Carman, H. 
M. Hammack, and Kenneth M. Lem- 
on, for applicant; Brobeck, Phleger 
and Harrison by George D. Rives and 
Robert N. Lowry, for California Man- 
ufacturers Association, West End 
Chemical Company, Pacific Coast 
Borax Company, Hanford Foundry 
Company, Kaiser Steel Corp., Con- 
crete Conduit Company; Overton, Ly- 
man, Prince and Vermille by Wayne 
H. Knight, for Southwestern Portland 
Cement Company; Charles Goodwin, 
Clarence Alliman, George Spiegel, and 
Reuben Lozner, for Department of 
Defense and Executive Agencies of 
United States Government; Bruce 
Renwick, Rollin E. Woodbury, and 
John Bury by Rollin E. Woodbury, 
for Southern California Edison Com- 
pany; J. J. Deuel, for California Farm 
Bureau Federation, interested parties ; 
Shelby V. Langford, for city of Palm 
Springs; C. M. Brewer and Donald 
Stark, for Temescal Water Company ; 
Whitney Reeve, for Ridgecrest resi- 
dents, protestants; J. T. Phelps, Frey- 
man Coleman, Charles W. Mors, and 
Theodore Stein, for the commission 
staff. 


By the ComMISSION : 


Nature of Proceeding 
California Electric Power Compa- 


ny, by the above-entitled application 
filed December 14, 1953, as amended 
April 22, 1954, seeks an order of this 
commission authorizing increases in 
rates for electric service throughout 
its territory. Applicant originally 
sought a gross revenue increase of $1,- 
330,900 annually, based upon the esti- 
mated level of business during 1954. 
However, since the filing of its appli- 
cation, applicant has been accorded 
certain rate relief! and presently seeks 
a gross revenue increase of $1,185,- 
400. 


Public Hearings 


After due notice public hearings in 
the matter were held before Commis- 
sioner Kenneth Potter and examiner 
F. Everett Emerson on June 11, July 
28, July 29, October 20, and October 
21, 1954, in Los Angeles. The mat- 
ter was submitted on the latter date. 


Applicant’s Position 


Applicant avers that present elec- 
tric rates do not now, nor will they in 
the foreseeable future, afford applicant 
a fair return upon the original cost or 
original cost depreciated of its prop- 
erty used and useful in the public serv- 
ice. Applicant further avers that 
present rates do not produce earnings 
sufficient to cover the full cost of oper- 
ation and maintenance, depreciation, 
taxes, and return on its investment or 





1 Increases of $34,900 from sales to the U. S. 
Navy at Hawthorne and $20,000 from sales to 
Mineral County Power System, both in Ne- 
vada, as authorized by the Federal Power 
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Commission, plus $90,367 from sales to the 
San Bernardino area as authorized by this 
commission’s preliminary order herein, Deci- 
sion No. 50505 (September 3, 1954). 
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its outstanding securities, or to main- 
tain applicant’s financial integrity and 
attract capital necessary for exten- 
sions, additions, and betterments re- 
quired by the public service; or afford 
a return equivalent to that earned by 
other enterprises having correspond- 
ing risks or by others with which 
applicant must compete in the capital 
market. 

Applicant seeks a rate of return of 
6.25 per cent on a normalized basis. 
Its rate proposal is to increase present 
rates and charges, with certain excep- 
tions, by 9.14 per cent and applicant 
has estimated that by so increasing its 
electric rates it will be afforded an 
annual gross revenue increase of about 
$1,185,400, an amount which it esti- 
mates will yield the rate of return 
sought. Applicant’s proposal to in- 
crease rates by a flat percentage is 
predicated upon its understanding that 
such method is less objectionable to its 
customers than one involving increases 
on a kilowatt-hour basis. 


Position of Other Parties 


Only the applicant and commission 
staff introduced evidence as to the re- 
sults of operation. A witness for cus- 
tomers of applicant in Ridgecrest, a 
community adjacent to the China Lake 
Naval Ordnance Test Station, pre- 
sented a petition protesting any in- 
crease in the rates applicable for serv- 
ice in the Ridgecrest area. A review 
of the level of these rates and character 
of service reveals that they bear a rea- 
sonable relationship to the level of 
rates applicable for similar service in 
other areas on the applicant’s system. 

Protests against any further in- 
creases in rates were also received from 
the city of Palm Springs, the Keeler 


Women’s Club, and the Mother’s Club 
of Keeler. The last-named group 
based its protest principally upon the 
quality of service received. The com- 
mission has given careful considera- 
tion to these protests and has request- 
ed and obtained from applicant a re- 
port on service interruptions in Keeler. 
This latter matter will continue to 
have the commission’s attention 
through its staff. 


Results of Operations 


Applicant, by means of 18 exhibits 
and the testimony of five witnesses, 
and the commission staff, by means of 
two exhibits and the testimony of nine 
witnesses, presented affirmative evi- 
dence respecting the results of appli- 
cant’s operations. Other parties fully 
participated in the cross-examination 
of witnesses. 

A summary of the estimated results 
of operations for the year 1954, as pre- 
sented by applicant and the commis- 
sion staff, is shown in the tabulation 
on page 36. 

Based upon the ‘‘net-to-gross” mul- 
tiplier of 2.182 developed by the com- 
mission staff to reflect tax require- 
ments, applicant’s requested increase 
in gross revenues of $1,185,400 would 
produce a net revenue increase of 
$543,300. The above net revenues 
when augmented by this amount and 
related to the above-tabulated rate 
bases would yield a rate of return of 
6.28 per cent on applicant’s basis and 
6.26 per cent on the staff’s basis. 

In addition to that contained in the 
above tabulation, applicant and the 
staff presented similar information for 
the adjusted year 1953. For such 
year applicant indicated a rate of re- 
turn of 5.83 per cent while the staff 
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Estimated Results of Operations, Year 1954 


Operating Revenues® 
Operating Expenses 


ees ee ee 


Taxes> 


Total Operating Expenses ........... 
OE Ee eo ene 
Rate Base (depreciated) .................... 
ee i re 


CPUC Staff 
Applicant Estimated 
Adjusted Average 
Year Year 
itis g wis tila $15,914,900 $15,770,400 
Vales Seip emacs 8,877,400¢ 8,881,500¢ 
Re Be eee 3,584,000 3,452,200 
sae Aenea 12,461,400 12,333,700 
Sica EAE 3,453,500 3,436,700 
Oe eee RS 63,670,000 63,596,000 
ee ee 5.42% 5.40% 


a. Including annualized effect of all rate increases authorized to date of submission. 
b. Including federal income taxes at a composite rate of 52 per cent, based upon above operat- 


ing revenues and their uncollectibles. 


c. Does not include effect on gas fuel costs of rate increase granted Southern California 
Gas Company under Decision No. 50742 dated November 3, 1954. 


study indicated a rate of return of 5.69 
per cent. These rates of return are not 
directly comparable, however, as the 
staff’s results were adjusted to reflect 
the 1954 wage level while applicant’s 
results were not. 

As can be seen from the above 
tabulation, the differences between 
applicant’s and the staff’s revenues, 
expenses, and rate base are relatively 
minor. The staff’s estimate reflects 
adjustments for average temperature 
and precipitation whereas applicant 
did not make such adjustments. The 
difference between the applicant’s and 
staff’s estimates of operating expenses 
before taxes is negligible. The $74,- 
000 difference in rate base reflects 
minor differences in several compo- 
nents. Subsequent to the hearings in 
this proceeding the commission has 
granted an increase in gas rates to 
Southern California Gas Company 
which, it is estimated, will increase ap- 
plicant’s production expenses by $32,- 
000 on an annual basis. 

We will adopt for purposes of this 
decision the following operating re- 
sults for the estimated year 1954 at 
present electric rates and with federal 
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income taxes computed at the present 
52 per cent rate: 


Operating revenue ........... $15,770,000 
Total operating expenses ...... 12,349,000 
Net revenue ................ 3,421,000 
Je 4 SS eer 63,630,000 
ao 2c a 5.38% 


Federal Income Taxes 


[1] The commission takes official 
notice of the fact that, under the In- 
ternal Revenue Code of 1954, the fed- 
eral normal income tax rate will de- 
crease 5 percentage points, effective 
April 1, 1955. The order herein will 
provide that applicant file tariff sched- 
ules, effective April 1, 1955, reflecting 
the indicated reduction in tax rate. 
The applicant may, however, file a 
supplemental application not later than 
March 1, 1955, requesting that the 
reduction in rates not be put into effect 
on April 1st and that the higher level 
of rates be continued, subject to re- 
fund, should it appear at that time that 
the present tax rate will be continued 
in effect. 


Rate of Return 


[2,3] .The record shows that appli- 
cant has financed its investment in 
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properties and other assets through the 
issue of bonds, shares of its preferred 
and common stock, and through the 
reinvestment of retained earnings. 
Exhibit 18 shows that applicant’s capi- 
tal structure as of December 31, 1953, 
consisted of the following: 





See $37,250,000 54.5% 

Preferred stock ..... 10,188,150 14.9 

Equity capital ...... 20,863,206 30.6 
ce =) Le 68,301,356 100.0 


This exhibit also shows that the 
effective interest rate on the bonds and 
preferred stock outstanding on Decem- 
ber 31, 1953, was 3.64 per cent, and 
that if consideration were given to the 
refunding in 1954 of applicant’s 3% 
per cent bonds through the use of pro- 
ceeds from the issue of a like amount 
of 34 per cent bonds, the interest rate 
would be reduced to 3.53 per cent. 
The exhibit also shows that during the 
five years ended December 31, 1953, 
applicant paid an annual dividend of 
60 cents a share on its outstanding 
common stock, that its earnings on 
common stock varied from a low of 44 
cents a share in 1951 to a high of 
$1.10 a share in 1953, and that its 
earnings, expressed as a percentage of 
equity capital, varied from a low of 
6.2 per cent in 1951 to a high of 13.1 
per cent in 1953. 

It is noted that applicant, as of De- 
cember 31, 1953, had investments in 
securities of other companies totaling 
$8,892,802 and a net investment in 
nonutility properties of $1,721,458, 
as compared with a net investment in 
electric plant of $61,945,027 ; that its 
net operating income from utility oper- 
ations was $2,900,180 in 1952 and 
$2,930,523 in 1953, as compared with 
income from investments and: nonutil- 


ity operations of $469,068 in 1952 
and $1,393,828 in 1953. It is thus 
apparent that applicant's over-all re- 
sults of operation have been materially 
affected by its investment in and in- 
come from sources other than its elec- 
tric utility operations. 

In this proceeding applicant, in sup- 
port of its request for a 6.25 per cent 
return, introduced an exhibit showing 
the returns realized on invested capital 
by 54 electric utility companies in the 
United States whose bonds are rated 
single A by Moody’s Investment Serv- 
ice. The exhibit shows that the 54 
selected companies earned an average 
of 6.35 per cent on their invested 
capital over the 3-year period 1951, 
1952, and 1953. 

While information relative to the 
earnings of other electric utilities on 
their invested capital is informative 
and is a factor which can be consid- 
ered, it is the practice of this commis- 
sion in fixing rates to concern itself 
primarily with the determination of 
the fair return to be allowed on the in- 
vestment in rate base which pertains 
to applicant’s electric operations in 
California. We find that 6 per cent 
is a fair and reasonable rate of return 
for applicant to earn in the future on 
its California electric operations. To 
compensate for an admitted down 
trend in rate of return and in order 
that applicant may earn such 6 per 
cent return for the future, a 6.25 per 
cent rate of return will be applied to 
the adopted rate base of $63,630,000 
for the estimated year 1954, which 
rate base we find to be reasonable. 
This results in an additional net reve- 
nue requirement of $553,000, or an 
additional gross revenue requirement 
of $1,207,000, based upon a 52 per cent 
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federal income tax rate. The electric 
rates hereinafter authorized should 
yield such revenues. The $1,207,000 
compares with applicant’s request of 
$1,185,400 plus provision for a $32,- 
000 fuel price increase. 


Spread of Rates 


[4,5] Applicant does not propose 
any increase at this time in the rates 
to resale customers ; in the rates appli- 
cable to Hawthorne Naval Ammuni- 
tion Depot and Mineral County Power 
System, which rates were recently 
fixed by the Federal Power Commis- 
sion; nor in the rates and charges for 
interchange and interdivisional serv- 
ice. 

By Decision No. 50505 in this pro- 
ceeding, applicant’s rates for service 
in the San Bernardino area were fixed 
at the same level as the rates for 
Southern California Edison Company 
in that area. Applicant seeks no fur- 
ther increase in these rates. It is our 
opinion that the rates for the San Ber- 
nardino area service should be in- 
creased above the level of existing rates 
in order to maintain a reasonable re- 
lationship between such rates and 
those to be authorized for service to 
customers in other areas served by 
applicant. 

The required increase of $1,207,000 
in gross revenues will be accomplished 
by applying an 8.79 per cent increase 
to all present rates other than sched- 
ules effective in the San Bernardino 
area, the resale schedule, the Mineral 
county and Hawthorne service, inter- 
change service, and interdivisional op- 
erations. 

The rates presently effective in the 
San Bernardino area (Schedules A-4, 
A-5, D-1, H-1, P-1-C, and P-1-D) 
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as authorized by Decision No. 50505, 
should be increased by 6.80 per cent, 
which would be equivalent to an in- 
crease of 8.79 per cent over the level 
of rates authorized in 1951 by our De- 
cision No. 46397, 93 PUR NS 428. 
We shall authorize such an increase in 
these schedules. By so doing appli- 
cant’s other customers will experience 
no burden through allocation of the 
increases herein authorized even 
though applicant may find it necessary 
to retain its present rates and charges 
in view of the lower rates authorized 
for the Southern California Edison 
Company in the San Bernardino area. 
If applicant is unable to effect increas- 
es in these schedules, it is estimated 
that the increase in revenues it will 
receive under a full year’s application 
of the new rates, based on 1954 esti- 
mated, will be about $83,000 less than 
the $1,207,000 herein authorized. 
Applicant now serves six customers 
under contracts in which the rate is a 
filed tariff. These customers are: 


Customer Rate 
Industrial Electrica Mexicana . P-3 
Kaiser Company Inc. ........ P-2 
Edwards Air Force Base ..... P-2 
Naval Ordnance Test Station 
ROT os os ais ess ss P-2 and C-2 
County of San_ Bernardino 
Housing Authority ......... A-4 
Mojave Weather Station ...... C-2 


Such rates and charges as are being 
authorized for these tariff schedules 
will be applied to such contract cus- 
tomers. 

Applicant also furnishes service to 
three customers under contracts at 
other than filed tariff schedules. These 
involve primarily energy interchange 
or special service to the following util- 
ities and public agency : 





a 


ee 
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City of Los Angeles—Interchange 

San Diego Gas & Electric Company—lInter- 
change 

Imperial Irrigation District—Standby for 
Coachella 


No increase will be authorized in 
these rates at this time. 

Applicant’s existing Schedule PA-2 
provides for a combination of meter 
readings for billing purposes. Such 
schedule is a ‘‘closed” schedule; that is, 
no new customers may be served under 
it. The schedule is now applicable to 
only a few customers, among whom is 
Temescal Water Company. This wa- 
ter company is supplied by means of a 
“subdistribution” system, covering a 
distance approximating 9 miles or 
more in length, on which conjunctive 
billing is applied to many meter read- 
ings. Witnesses for Temescal pro- 
tested any increase in electric rates to 
such system and indicated that, if in- 
creased power costs made it necessary, 
the water company would undertake 
pumping by other than electric motors. 
The evidence in this proceeding indi- 
cates that the serving of this type of 
customer is not now profitable and is 
unduly discriminatory and we so find. 
Applicant will be directed to discon- 
tinue its Schedule PA-2 and to cease 
combining meter readings for billing 
purposes on all other schedules as of 
October 1, 1956, and to transfer cus- 


tomers now being served on Schedule 
PA-2 to other appropriate rate sched- 
ules. 


Schedule Designation 


Uniformity in schedule designation 
among electric utilities appears desir- 
able. For this purpose it appears ap- 
propriate that the General Service 
schedules presently using the “C” 
series of numbers be refiled using an 
“A” series of numbers. Applicant 
now uses the “GP” series of numbers 
to designate Power-General Pumping 
Service. Since this is primarily a 
power schedule, use of the “P”’ series 
of numbers is indicated. It also seems 
appropriate to redesignate the “PMP” 
series of numbers for Power-Munici- 
pal Pumping to a “PM” series. Ap- 
plicant renders resale service under 
Schedule P-3, which will be redesig- 
nated as an “R” schedule. Applicant’s 
present terminology for the remainder 
of the schedules appears reasonable 
and should be continued, except that 
all references to territory served now 
contained in the title of rate schedules 
should be deleted and confined to the 
body of the schedule. 

The letter and number of designa- 
tions being adopted herein for the 
schedules mentioned above are as fol- 
lows: 


Authorized Schedules Present 
Title Nos. Schedule Nos. 
RRA IB ooo ek ic ee es oe cea a A-1, A-2, A-3 C-1, C-2, C-3 
Power—General Pumping Service . P-3 GP-1 
Power—General Pumping Service . P-4 GP-3 
Power—Municipal Pump. Service . PM-1, PM-2 PMP-1, PMP-2 
ei tat R P-3 
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Applicant should annually review its appropriate rate levels as future con- 
electric rate area boundaries and take ditions or growth of the system may 
the initiative in developing appropri- indicate such transfers to be warrant- 
ate rate level zoning criteria by which ed. 
customers may be transferred to more 





UNITED STATES SUPREME COURT 


Latham Castle, Attorney General of 
State of Illinois 


Hayes Freight Lines, Inc. 


No. 44 
— US —, 99 L ed —, 75 S Ct 191 
December 6, 1954 


a of decision by Illinois Supreme Court in interstate 
motor carrier's action to restrain state officials from sus- 


pending right to use state highways; affirmed. For lower court 
case, see (1954) 2 Ili2d 58, 117 NE2d 106. 


Interstate commerce, § 38 — Powers of states — Federal powers — Carriers. 
1. A state may not determine what motor carriers can or cannot operate 
in interstate commerce since the federal government has exclusive power 
to make such determination, p. 41. 


Interstate commerce, § 46 — Motor carriers — Power of state to suspend operating 
rights. 
2. A state may not suspend the right of an interstate motor carrier to use 
its highways for interstate transportation of goods because of repeated 
violations of the state’s weight and load regulations, p. 42. 
Interstate commerce, § 38 — Motor carriers — Powers reserved to state — Weight 
and load of trucks. 
3. A state’s regulation of weight and distribution of loads carried in 
interstate trucks does not conflict with the Federal Motor Carrier Act, 
which leaves states free to regulate sizes and weights of motor vehicles, 
p. 42. 
Certificates, § 5.2 — Powers of Interstate Commerce Commission — Power to 
revoke certificate. 
4. The Interstate Commerce Commission may, either on its own initiative 
or on complaint by a state, suspend or revoke a carrier’s certificate of 
public convenience and necessity where the carrier has persistently and 
repeatedly violated state laws, p. 42. ; 


2? ¥ 
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CASTLE v. HAYES FREIGHT LINES 


APPEARANCES: John L. Davidson, 
Jr., of Springfield, Illinois, argued the 
cause for petitioners; David Axelrod, 
of Chicago, Illinois, argued the cause 
for respondent. 

Mr. Justice BLack delivered the 
opinion of the court: This case raises 
important questions concerning the 
power of states to bar interstate mo- 
tor carriers from use of state roads as 
punishment for repeated violations of 
state highway regulations. The re- 
spondent Hayes Freight Lines, Inc., is 
such a carrier transporting goods to 
and from many points in Illinois and 
seven other states.’ This extensive 
interstate business is done under a cer- 
tificate of convenience and necessity 
issued by the Interstate Commerce 
Commission under authority of the 
Federal Motor Carrier Act. Hayes 
also does an intrastate carrier business 
in Illinois under a certificate issued by 
state authorities. Illinois has a stat- 
ute which limits the weight of freight 
that can be carried in commercial 
trucks over Illinois highways; the 
same statute also provides for a bal- 
anced distribution of freight loads in 
relation to the truck’s axles.2 Re- 
peated violations of these provisions 
by trucks of a carrier are made pun- 
ishable by total suspension of the car- 
rier’s right to use Illinois state high- 
ways for periods of ninety days and 
one year. This action was brought 
in a state court to restrain Illinois of- 
ficials from prosecuting Hayes as a 
repeated violator. The state supreme 


court held that the punishment of sus- 
pension provided by the state statute 
could not be imposed on the inter- 
state operations of the respondent 
Hayes. Such a state suspension of 
interstate transportation, it was de- 
cided, would conflict with the Federal 
Motor Carrier Act which is the su- 
preme law of the land. We granted 
the state’s petition for certiorari. 
(1954) 347 US 1009, 98 L ed 1133, 
74S Ct 865. 

[1] Congress in the Motor Car- 
rier Act adopted a comprehensive plan 
for regulating the carriage of goods 
by motor truck in interstate commerce. 
The federal plan of control was so all- 
embracing that former power of states 
over interstate motor carriers was 
greatly reduced. No power at all was 
left in states to determine what car- 
riers could or could not operate in 
interstate commerce. Exclusive power 
of the federal government to make this 
determination is shown by § 306 of 
49 USCA which describes the condi- 
tions under which the Interstate Com- 
merce Commission can issue certifi- 
cates of convenience and necessity. 
And § 312 of the same title provides 
that all certificates, permits, or licenses 
issued by the commission “shall re- 
main in effect until suspended or ter- 
minated as herein provided.” But in 
order to provide stability for operating 
rights of carriers, Congress placed 
within very narrow limits the com- 
mission’s power to suspend or revoke 
an outstanding certificate. No cer- 





1Indiana, Missouri, Michigan, Pennsylvania, 
Ohio, Kentucky, and Tennessee. 

249 Stat 543. Now Part II of the Interstate 
Commerce Act, 54 Stat 919, 49 USCA §§ 301 


et seq. 

8Til Rev Stats 1953, Chap 954, § 228. 

#111 Rev Stats 1953, Chap 954, § 229b. This 
section provides for a 90-day suspension upon 
a finding of 10 or more violations. If there- 


after the same carrier is found to have been 
guilty of 10 or eng ian violations the 
suspension is for one y 

5 (1954) 2 Ill2d 58 “17 NE2d 106. But 
the state supreme court held that Hayes’ intra- 
state operations could be suspended, Hayes 
appealed to this court. We dismissed for 
want of a substantial federal question. (1954) 
347 US 994, 98 L ed 1127, 74 S Ct 866. 
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tificate is to be revoked, suspended, 
or changed until after a hearing and 
a finding that a carrier has willfully 
failed to comply with the provisions 
of the Motor Carrier Act or with reg- 
ulations properly promulgated under 
it. Under these circumstances, it 
would be odd if a state could take 
action amounting to a suspension or 
revocation of an interstate carrier’s 
commission-granted right to operate. 
Cf. Hill v. Florida ex rel. Watson 
(1945) 325 US 538, 89 L ed 1782, 
65 S Ct 1373. It cannot be doubted 
that suspension of this common car- 
rier’s right to use Illinois highways 
is the equivalent of a partial suspen- 
sion of its federally granted certificate. 
The highways of Illinois are not only 
used by Hayes to transport interstate 
goods to and from that state but are 
also used as connecting links to points 
in other states which the commission 
has authorized Hayes to serve. Con- 
sequently if the 90-day or the one-year 
suspension should become effective, 
the carriage of interstate goods into 
Illinois and other states would be seri- 
ously disrupted. 

[2, 3] That Illinois seeks to pun- 
ish Hayes for violations of its road 
regulations does not justify this disrup- 
tion of federally granted rights. A 
state’s regulation of weight and dis- 
tribution of loads carried in interstate 
trucks does not itself conflict with the 
Federal Act. The reason for this, as 


pointed out in Maurer v. Hamilton 
(1940) 309 US 598, 84 L ed 969, 60 
S Ct 726, 135 ALR 1347, is that the 
Federal Act has a provision designed 
to leave states free to regulate the 
sizes and weights of motor vehicles. 
But it would stretch this statutory pro- 
vision too much to say that it also 
allowed states to revoke or suspend 
the right of interstate motor carriers 
for violation of state highway regula- 
tions. 

[4] It is urged that without power 
to impose punishment by suspension 
states will be without appropriate rem- 
edies to enforce their laws against 
recalcitrant motor carriers. We are 
not persuaded, however, that the con- 
ventional forms of punishment are in- 
adequate to protect states from over- 
weighted or improperly loaded motor 
trucks. Moreover, a commission reg- 
ulation requires motor carriers to abide 
by valid state highway regulations.’ 
And as previously pointed out, the 
commission can revoke in whole or in 
part certificates of motor carriers which 
willfully refuse to comply with any 
lawful regulation of the commission.® 
If, therefore, motor carriers persis- 
tently and repeatedly violate the laws of 
a state, we know of no reason why 
the commission may not protect the 
state’s interest, either on the com- 
mission’s own initiative or on com- 
plaint of the state.® 

We agree with the supreme court 





6 Smith Bros., Revocation of Certificate ’33 
MCC 465, 472. See United States v. Seatrain 
Lines (1947) 329 US 424, 67 PURNS 516, 
91 L ed 396, 67 S Ct 435. 

749 CFR, 1954 Cum Supp, § 192.3. “Every 
motor vehicle shall be driven in accordance 
with the laws, ordinances, and regulations 
of the jurisdiction in which it is being operated, 
unless such laws, ordinances, and regulations 
are at variance with specific regulations of this 
commission which impose a greater affirmative 
obligation or restraint.” 
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849 Stat 555, 49 USCA § 312. 

949 Stat 555, 49 USCA §312. For cases 
in which the commission has considered viola- 
tions of state law in passing on the fitness 
and ability of applicants to operate as carriers 
in interstate commerce see Southwest Freight 
Lines, Extension-Glass Products (1952) 54 
MCC 205, 219; Hayes Freight Lines, Exten- 
sion-Alternate Routes in Michigan (1952) 54 
MCC 643, 659. 
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of Illinois that the right of this car- state transportation of goods cannot 


rier to use Illinois highways for inter- be suspended by Illinois, 
Affirmed. 





NORTH CAROLINA UTILITIES COMMISSION 


Re Southern Bell Telephone & 
Telegraph Company 


Docket No. P-55 Sub 30 
December 17, 1954; rehearing denied January 25, 1955 


eevee by commission, after remand by court, of 
telephone company’s application for rate increase; addi- 
tional revenues authorized. 


Rates, § 647 — Motion to amend petition. 

1. A motion to amend an original petition for a rate increase, made by a 
telephone company after the court has remanded the commission’s order on 
the original petition for findings in accordance with the opinion, is a proper 
one and will be allowed where the motion seeks to have the commission 
consider the company’s future needs and the commission, in order to deter- 
mine the proper rate base and appropriate return allowance, must consider 
the latest available evidence, p. 46. 


Valuation, § 21 — Fair value rate base — Factors considered. 

2. The commission, in determining a telephone company’s fair value rate 
base, should consider, among other things, the characteristics of the territory 
served, the present and prospective service needs, the company’s history, 
the adequacy of the company’s organization, the quality and extent of the 
service, corporate or contractual relations, suitability of the facilities, original 
cost, current cost, plant depreciation, and the company’s financial history, 
p. 48. 


Return, § 26.1 — Consideration of capital structure — Equity and debt ratios. 
3. The commission will take cognizance of the division between debt and 
equity capital in arriving at the return to be allowed a company and, 
generally speaking, will not consider a 334 per cent debt ratio out of propor- 
tion for a telephone company, p. 52. 


Expenses, § 114 — Income tax reduction — Accelerated depreciation — Adjustment 
to reflect. 

4. A telephone company’s test period operating results should not be ad- 
justed to reflect theoretical reductions in income tax payments available by 
adoption of accelerated depreciation provisions, since to allow such adjust- 
ment would be to resolve prematurely the complex issues inherent in what 
action, if any, the company should take as a result of the new tax provisions, 

p. 53. 
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Return, § 111 — Telephone company. 


5. A return of 6 per cent on a fair value rate base was considered fair 
and reasonable for a telephone company, p. 53. 


APPEARANCES: For the Petitioner, 
Southern Bell Telephone and Tele- 
graph Company: William T. Joyner, 
Attorney at Law, and Robert C: How- 
ison, Attorney at Law, of the law firm 
of Joyner and Howison, Raleigh; H. 
P. Taylor, Attorney at Law, Wades- 
boro; F. Grainger Pierce, Attorney at 
Law, Charlotte; Jefferson Davis, At- 
torney at Law, Atlanta, Georgia; Dan 
M. Byrd, Jr., Attorney at Law, At- 
lanta, Georgia; Drury Thompson, 
Attorney at Law, Atlanta, Georgia. 

For the Protestants: The State of 
North Carolina and The Department 
of Justice; The State of North Caro- 
lina and the public interest: I. Beverly 
Lake, Assistant Attorney General of 
North Carolina, Raleigh; John Hill 
Paylor, Assistant Attorney General 
assigned to the commission, Raleigh; 
Samuel Behrends, Jr., Attorney at 
Law, Office of Attorney General, 
Raleigh. 


McMauan, Commissioner: By an 
original petition filed on June 21, 
1952, and amended by a substitute pe- 
tition filed on September 25, 1952, the 
Southern Bell Telephone and Tele- 
graph Company, hereinafter some- 
times referred to as the petitioner, 
Southern Bell, or the company, sought 
authority from the North Carolina 
Utilities Commission, hereinafter re- 
ferred to as the commission, to in- 
crease its rates and charges in the 
state of North Carolina by the gross 
amount of $3,426,000. The petition 
alleged that throughout the past two 
years, which immediately preceded the 
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filing of the same, and specifically since 
the middle of 1950, after the commis- 
sion’s last extensive investigation into 
all the circumstances affecting the peti- 
tioner’s operations, economic factors 
over which neither the petitioner nor 
the commission had any control, 
steadily and drastically have increased 
the costs of providing telephone serv- 
ice in North Carolina; that there have 
been necessary and substantial wage 
and salary increases ; three increases in 
the federal corporate income tax rates ; 
an increase in the social security tax 
rate; as well as other direct and indi- 
rect increases in the cost of providing 
service; that the heavy demand for 
telephone service in North Carolina 
has continued (notwithstanding the 
fact that the petitioner has added to 
and expanded its facilities at an un- 
precedented rate); that the over-all 
impact of rising cost factors, and the 
addition of large quantities of new fa- 
cilities at higher price levels (have 
rapidly increased the petitioner’s aver- 
age investment per telephone through- 
out the period), and have caused and 
will continue to cause, a depressing 
effect upon the petitioner’s rate of re- 
turn so long as the cost of adding new 
telephones exceeds the average cost of 
telephones in service; and that for 
these reasons, as well as other reasons 
detailed and specifically set forth in the 
petition, it has been necessary for the 
petitioner to make petition for an in- 
crease in its rates as applied for. 

The petition was protested by the 
office of the.attorney general of North 
Carolina, acting for and in behalf of 
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the department of justice and the state 
of North Carolina in the public inter- 
est, and by their protests, the protes- 
tants contended that the earnings of 
the petitioner were adequate and sufh- 
cient to meet all its financial needs, and 
to attract additional capital for the 
purpose of expanding and improving 
its facilities. 

The cause came on for hearing be- 
fore the commission on October 28, 
1952; the hearing being later re- 
cessed, reconvened, and concluded on 
December 30, 1952. Thereafter on 
April 21, 1953, the commission en- 
tered an order fixing as a rate base for 
the company, the net investment in 
property used and useful in rendering 
service in North Carolina, at the end 
of the test period which was July 31, 
1952, and amounting to $68,599,569. 
The order of the commission found 
that a rate of return of 6 per cent on 
said net investment would be appro- 
priate, although it stated that: “The 
commission has some reservations as 
to the ability of the petitioner to carry 
out its expansion in North Carolina 
for the year 1953, and earn a rate of 
return of 6 per cent for the year”—on 
the rate base above set forth, an addi- 
tional gross of $1,648,056 was re- 
quired to yield a return of 6 per cent. 
The commission thus directed the peti- 
tioner to file a schedule of rates which 
would produce an additional gross 
revenue of $1,648,056, of which 
amount $891,000 to be provided from 
intrastate toll service, and $757,056 
from other classes of service within 
the state; these rates to be applied on 
stations in operation as of July 31, 
1952. 


Upon the rendition of this order 
and its service upon all parties con- 


cerned, both the petitioner and the 
protestants filed a petition for a rehear- 
ing of the cause by the commission; 
both petitions were denied, and from 
the denial thereof, the petitioner and 
the protestants appealed to the superi- 
or court of North Carolina. The rec- 
ord was certified to the superior court 
of Mecklenburg county (the county 
in which the company maintains its 
principal office within the state), and 
came on for hearing before the Honor- 
able William H. Bobbitt (then the 
resident superior court judge of the 
fourteenth judicial district), who, after 
hearing arguments of all parties to 
the same, entered a judgment remand- 
ing the proceeding to the commission 
for further findings and for action in 
conformity with the judgment en- 
tered—said judgment being a part of 
the record in this cause. From this 
judgment the protestants appealed to 
the supreme court of North Carolina, 
and the appeal of the same was heard 
at the fall term 1953 of the said su- 
preme court. The ruling and opinion 
of the supreme court of North Caro- 
lina was filed and handed down on 
January 29, 1954, and by the same the 
court modified and affirmed the judg- 
ment of the superior court. 

The opinion of the supreme court 
in this cause is contained in (1954) 
239 NC 333, 3 PUR3d 307, 317, 320, 
80 SE2d 133, and in modifying and 
affirming the judgment of the superior 
court, the supreme court remanded the 
cause back to the commission for the 
purpose of arriving at and determining 
a rate base which is the fair value of 
the company’s property devoted to 
public service, used and useful in pro- 
viding its service in the state of North 
Carolina, the court saying: 
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“The legislature, in using the term 
‘value,’ in GS § 62-124, was not re- 
ferring to the original or the replace- 
ment cost or to the exchange or sale 
price it would command, as used or 
secondhand property, on the market. 
It had reference to the value of the 
property actually in use, serving its 
purpose as a part of a composite public 
utility earning an income for its own- 
er. It is, of course, in the main, ‘used’ 
or ‘secondhand,’ but it is not for ex- 
change or sale, as such. It is actually 
in use and will continue in use until it 
becomes obsolete or outworn. Its 
value, under these circumstances, is 
the value the commission must seek to 
determine as the rate base for ascer- 
taining what is a just and reasonable 
schedule of rates to be approved by 
_ 

And in this connection, the court 
further said : 

“Strictly speaking, what is the fair 
value of the applicant’s investment in 
its intrastate business in this state, and 
what constitutes a fair return thereon, 
are the primary questions before the 
commission for decision.” 

And, further, the court said: 

“It is the prerogative of that agen- 
cy’ —the commission—“to decide that 
question”—the rates to be prescribed 
—. “It is an agency composed of men 
of special knowledge, observation, and 
experience in their field, and it has at 
hand a staff trained for this type of 
work. And the law imposes on it, 
not us’”—the court—, “the duty to fix 
rates.” 

Thus, the matter is now before the 
commission upon the remand from the 
courts, with the directive to arrive at 
and fix a rate base that represents the 
fair value of the petitioner’s property, 
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used and useful, in providing telephone 
service throughout the area it serves 
in North Carolina, and to allow there- 
on a fair and reasonable rate of return, 
all in conformity with the Statutes of 
North Carolina, which authorize and 
direct the commission to fix rates and 
charges for public utilities. 

[1] After the cause had been re- 
manded to the commission, and when 
the same came on for hearing, the pe- 
titioner, under date of June 21, 1954, 
made motion in the cause, that it be 
allowed to amend its petition origi- 
nally filed, and by said motion con- 
tends: That the $1,648,056 addition- 
al annual gross revenue provided by 
the commission’s order of April 21, 
1953, was made effective on and after 
April 26, 1953; that the rates designed 
to produce such additional revenue are 
now in effect on intrastate service pro- 
vided by the petitioner; that for the 
purpose of this further hearing the 
commission has directed, by an order, 
that a new test period for arriving at 
the financial status of the petitioner be 
used, the same being the twelve 
months’ period ending March 31, 
1954; that based upon this test period, 
the petitioner alleges the minimum 
fair value of its property to be $92,- 
808,462, exclusive of cash require- 
ments, materials and supplies, and 
construction work in progress on 
which interest is capitalized; and it 
alleges that its earnings on the mini- 
mum fair value of its property for the 
test period were only 4.59 per cent, 
and that a fair rate of return on such 
fair value is from 6.75 to 7 per cent. 
It, therefore, prays that its petition, 
as heretofore amended, be further 
amended to pray that: (1) The com- 
mission determine the amount of addi- 
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tional annual gross revenue necessary 
to produce for a reasonable future peri- 
od, from and after the date of the com- 
mission’s order in this case, a fair 
rate of return on the fair value of the 
company’s property; and (2) upon 
such determination, the commission, 
pursuant to North Carolina General 
Statute 62-127, fix a schedule of rates 
and charges as will produce for the 
future, subsequent to the date of the 
commission’s order, a fair rate of re- 
turn on the fair value of the property. 

The motion of the petitioner was 
objected to by the protestants: “For 
the reason that the case is now before 
the commission on an order of the su- 
perior court of Mecklenburg county 
pursuant to the opinion of the supreme 
court and the appeal from this commis- 
sion’s former order, and we submit 
that the function of the commission 
here is to carry out the mandate of the 
courts; and the commission cannot, 
and should not, allow an amendment 
which will vary from that mandate of 
the court. If the motion does not de- 
part from the mandate of the court, it 
is unnecessary, if it does we submit 
that it is improper.” 

After considerable discussion on the 
part of counsel for both sides and in 
response to the questions asked by 
various members of the commission, 
Chairman Winborne entered the fol- 
lowing ruling on the motion: “It is 
the ruling of the commission on this 
motion that the motion be allowed in 
so far as it does not conflict with the 
decision of the supreme court in this 
matter and if any part thereof is in 
conflict with the supreme court, it is 
disallowed.” 

It is the opinion of the commission 
that the motion of the petitioner is a 


proper one, and that it does not con- 
flict with the decision of the supreme 
court in this cause; for that the motion 
in essence is a request for the com- 
mission to pass upon the necessity of 
the petitioner being allowed sufficient 
rates and charges from its subscribers, 
to enable it to earn a reasonable return 
upon the fair value of its property de- 
voted to public service in North Caro- 
lina as of this time; to determine 
whether or not the petitioner is en- 
titled to greater earnings and more 
gross revenue than it now receives, 
and to determine in what amount, if 
any, rates must be increased to pro- 
duce the same. In order to determine 
what a proper rate base, or the fair 
value of the petitioner’s property is, 
and the appropriate rate of return it 
should earn thereon, the commission 
must have evidence on the same from 
the latest available test period, since 
the rates it will prescribe are for the 
future. We, therefore, hold that the 
motion is a proper one and it is al- 
lowed. 

The evidence in this cause offered 
by the petitioner and the protestants is 
most voluminous. It required two 
periods of hearings running over many 
days for the witnesses to testify the 
facts and give expert opinions de- 
signed to aid and guide the commis- 
sion in arriving at proper findings of 
fact, and to arrive at a just and proper 
conclusion as to the contentions made 
by all parties. Many exhibits were 
offered and received in evidence, all 
of which detailed, explained, and illus- 
trated the evidence and contentions of 
the parties, as well as set forth con- 
cisely statistical information, facts, 
and figures for the use of the commis- 
sion in arriving at its decision, and in 
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entering an appropriate order herein. 
Ordinarily, some summarization or re- 
capitulation of evidence taken in a 
hearing before the commission is made 
in the order ; this being for the purpose 
of familiarizing the interested parties, 
or the court (if on appeal), with the 
most important evidence, and that 
from which the commission finds its 
facts and draws its conclusions. To 
adequately and properly point out the 
important aspects of the evidence in 
this case would require narration of 
virtually all the testimony taken and 
the exhibits offered. It would serve 
no useful purpose to attempt to sum- 
marize or recapitulate all the large vol- 
ume of testimony and exhibits in this 
record ; and to deal with a part (elimi- 
nating the rest) would present a false 
impression as to the importance of cer- 
tain of the testimony and exhibits dealt 
with, over those which were not sum- 
marized. Therefore, this order will 
not attempt to recite any testimony or 
exhibits (except in a general way), 
but will use only that which is suffi- 
cient to bring out the contentions of 
the parties and support the findings of 
the commission. The entire testimony 
has been reduced to transcript and it, 
together with all exhibits, are a matter 
of record in this cause available to all 
parties of interest and to the courts, 
if and when necessary. 

The task of the commission in this 
proceeding resolves itself around 
three findings to make: 

(1) What is the proper rate base, 
or what is the fair value of the peti- 
tioner’s property used in rendering 
service in North Carolina? 

(2) Is the petitioner now earning a 
sufficient rate of return on the fair 
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value of its property devoted to public 
service in North Carolina? 

(3) If not, what is a proper rate of 
return on the fair value of its property, 
and how much additional gross reve- 
nue will it require to enable it to earn 
such a rate of return on the said fair 
value of its property in North Caro- 
lina? 


Rate Base 


[2] What is the fair value of the 
petitioner’s property used and useful 
in rendering intrastate service to its 
subscribers in North Carolina? 

The supreme court of North Caro- 
lina points out that in fixing maximum 
rates or charges, or tariffs of rates or 
charges, the commission shall take into 
consideration, if proved (or may re- 
quire proof of), the value of the prop- 
erty used for the public, and that it 
shall furthermore consider the original 
cost of construction thereof, and the 
amount expended in making improve- 
ments thereon, and the present cost 
compared with the original cost of con- 
struction of all of its property within 
the state. The court states further 
that in this proceeding (State of 
North Carolina ex rel. Utilities Com- 
mission v. Southern Bell Teleph. & 
Teleg. Co. (1954) 239 NC 333, 3 
PUR3d 307, 316, 317, 80 SE2d 133) 
the pattern for solution could be 
found in the North Carolina statutes 
as well as in the case of Smyth v. 
Ames (1898) 169 US 466, 42 L ed 
819, 18 S Ct 418, about which the 
court says: “The language of our 
statute is lifted almost verbatim out 
of the opinion in that case.” The court 
further says: “In finding these essen- 
tial, ultimate facts, the commission 
must consider all the factors particu- 
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larized in the statute and ‘all other facts 
that will enable it to determine what 
are reasonable and just rates, charges, 
and tariffs, GS § 62-124.’ It must 
then arrive at its own independent 
conclusion without reference to any 
specific formula as to: (1) what con- 
stitutes a fair value for rate-making 
purposes, of applicant’s investment 
used in rendering intrastate service— 
the Rate Base; and (2) what rate of 
return on the predetermined Rate Base 
will constitute a rate that is just and 
reasonable both to the applicant and 
to the public. While both original 
cost and replacement value are to be 
considered, neither constitutes a prop- 
er Rate Base.” 

The company offered testimony and 
exhibits tending to establish the origi- 
nal costs, current (present) costs, cur- 
rent costs less observed depreciation, 
and the fair value of its property used 
and useful in rendering intrastate 
service in North Carolina. This evi- 
dence given in compliance with the 
statutes is all stated in terms as of the 
end of period figures, that is as of 
March 31, 1954, the end of the period 
as established by order of the com- 
mission. The testimony and exhibits 
of the witnesses detailed the manner 
in which they arrived at these 
amounts, and all the figures are ex- 
clusive of materials and supplies, cash 
requirements, and construction work 
on which interest is capitalized. The 
type of amount and each amount is as 
follows: 


(1) Original cost..............5.. $102,410,341 
33 Current (present) cost .... 118,305,138 
3) Current cost less observed 
MND iano arn oie. 0:.s- 0 98,614,294 
(4) Fair value (being the opin- 
ion of witness Bradbury) .... 92,808,462 


[4] 


The protestants offered testimony 
and exhibits tending to establish its 
contentions as to what the rate base 
for the company, according to the test 
period, was. The testimony and ex- 
hibits of the protestants determined 
the manner in which they arrived at 
the same, and such are exclusive of 
materials and supplies, cash require- 
ments, and construction work on 
which interest is capitalized. -Such 
testimony and exhibits show that the 
total average net investment in tele- 
phone plant (average, meaning over 
the twelve months’ period ended 
March 31, 1954), to be $78,132,981. 
The original cost or the net investment 
in telephone plant in North Carolina 
at the end of the test period (March 
31, 1954) was $84,779,611. 


A witness for the protestants, David 
M. Kosh, testifying as an expert and 
analyzing the data which he presented, 
indicated a fair rate of return to the 
Southern Bell as one of not more than 
6 per cent to be applied to a rate base 
substantially equal to net original cost. 
On cross-examination he testified that 
the highest original type cost of rate 
base would be 105 per cent of net in- 
vestment. (Net investment, the in- 
vestment at the end of the period— 
March 31, 1954, amounting to $84,- 
779,611.) Mr. Kosh’s formula of 105 
per cent would make the highest origi- 
nal type of rate base (105 per cent x 
$84,779,611) of $89,018,592. 

The above figures represent the 
various totals in dollars of all the evi- 
dence offered by the petitioner and the 
protestants touching on the question 
of what is the fair value of the peti- 
tioner’s property, used and useful in 
rendering intrastate service in North 
Carolina as of March 31, 1954. The 
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commission is admonished and in- 
structed by the supreme court to con- 
sider all of these various elements 
which go to produce types of amounts 
for a rate base, but “‘then arrive at its 
own independent conclusion without 
reference to any specific formula, as to 
what constitutes a fair value 
for rate-making purposes, - 
thus, this question becomes one of 
judgment for the commission after 
considering all of the evidence. 

The only evidence which sets forth 
a specified amount as being the fair 
value of the petitioner’s property, is 
the testimony of the opinion of the 
company’s witness, J. D. Bradbury. 
Mr. Bradbury ascertained the fair 
value by considering: Current cost, 
that is present cost (as of March 31, 
1954) as arrived at by witness B. F. 
Hatfield, less observed depreciation as 
given by witness Ralph C. Pate, and 
taking into consideration eleven ele- 
ments which he listed as bearing on 
the value of the property, but to which 
he stated he gave no specified fixed 
amount, in arriving at fair value. 
These eleven elements are: 

(1) the characteristics of the terri- 
tory served; 

(2) the present and prospective 
service needs of the territory; 

(3) the general history of the com- 
pany and its operations ; 

(4) the adequacy of the company’s 
organization as to the number of peo- 
ple, their skill, morale, and loyalty ; 

(5) the quality and extent of the 
service ; 

(6) such corporate or contractual 
relationships that will affect the fair 
value of the property ; 

(7) the suitability of the facilities 
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to give the service demanded and need- 
ed; 

(8) the original cost of the prop- 
erty; 

(9) what the current cost of the 
property is and present prices of ma- 
terial, labor, and other economic fac- 
tors; 

(10) the condition of the plant, 
that is, the amount of depreciation ex- 
isting in the plant; 

(11) the financial history of the 
company, its capital structure, and 
other relevant facts or factors that 
might influence or have some effect on 
the value of the property at a particular 
time. 

All this, the commission has con- 
sidered as well as the other type of 
amounts listed above, and the manner 
in which they are arrived at. 

The evidence discloses that approxi- 
mately 75 per cent of all the petition- 
er’s property has been placed in serv- 
ice since 1946. The commission has 
weighed the fact that three-fourths of 
the property was acquired on a con- 
stantly rising market, while one- 
fourth was acquired on a more stable 
and less inflationary market. It has 
given consideration to the fact that 
some $4,000,000 of the company’s 
property was put in service during the 
latter part of the test period for this 
case, and thus investment therein 
should equal the value of such prop- 
erty. It has given consideration to 
the testimony of a witness for the 
state, whose formula places the high- 
est original cost type of rate base at 
$89,018,592, and to the fact that the 
net average investment was $84,779,- 
611 in property at the end of the peri- 
od; and the net average investment 
was $78,132,981. It has endeavored 
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to weigh every element of all the testi- 
mony and of the various components 
which go to make up the type of 
amount of rate base suggested by the 
evidence; and from all such, it has 
come to the conclusion, unanimously 
agreed upon by every member of the 
commission, that the fair value of the 
petitioner’s property used and useful 
in rendering intrastate service in North 
Carolina and for rate-making purposes 
is $89,000,000. 


Rate of Return 


Is the petitioner now earning a suff- 
cient rate of return on the fair value 
of its property devoted to public serv- 
ice in North Carolina? If not, what 
is a proper rate of return for the peti- 
tioner to earn, and how much addi- 
tional gross revenue will it require to 
enable it to earn such a rate of return 
on the fair value of its property in 
North Carolina? 

The evidence discloses (and there 
is no dispute between the petitioner 
and the protestants as to the same), 
that for the twelve months period end- 
ed March 31, 1954, the company’s 
rate of return on its average net in- 
vestment, after making accounting and 
pro forma adjustments, was 5.29 per 
cent for its intrastate operations in the 
state of North Carolina. The net 
operating income of the company on 
a going level as of March 31, 1954, 
on which there is no dispute, was $4,- 
255,290, and thus the rate of return 
which the company was earning at the 
end of the period, March 31, 1954, on 
the rate base found by the commission 
to be the fair value of the company’s 
property as of that date ($89,000,- 
000) was 4.78 per cent. The evidence 
indicates that the company’s cost per 


new station added is greater than the 
average cost of old stations in service; 
that the company’s construction pro- 
gram for 1954 and 1955, necessary to 
meet the demands for service will 
continue at such high levels as to re- 
sult in a higher cost per station added 
than the average cost of old stations in 
service; that this will produce a con- 
tinuing depression of the company’s 
rate of return for the future. The 
evidence also indicates that the rate of 
return is now being depressed at a 
rate of .033 per cent per month; that 
this will continue, although perhaps at 
a diminishing amount if costs remain 
on a level or decline, until such time 
arrives that the cost per station added 
does not exceed the cost of old sta- 
tions in service. This being true, the 
company’s rate of return has dimin- 
ished in the eight months since the 
end of the test period (March 31, 
1954), and up to the 1st of December, 
1954, by .254 per cent; and its rate of 
return on the rate base found to be 
the fair value of the petitioner’s prop- 
erty, $89,000,000 was 4.526 per cent 
as of December 1, 1954. 

The company contends that it must 
have a rate of return of not less than 
6.75 per cent on the fair value of its 
property (which it contends is $92,- 
808,462) in order to enable it to re- 
main financially stable, to attract nec- 
essary capital to carry on its program 
of improving and expanding its serv- 
ices, and to render the type of service 
it is obligated to furnish its subscrib- 
ers in North Carolina. It further 
contends that it will take such a rate of 
return to enable the company to take 
care of its capital requirements, pre- 
serve the integrity of its credit, build 
up adequate and sufficient surplus and 
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reserve, and earn that rate which it is 
legally and rightfully entitled to earn 
for the value of the service it performs 
to its North Carolina subscribers. 
The protestants contend on the 
other hand that the petitioner is now 
earning sufficient net revenue to pay 
all interest charges on its borrowed 
capital, pay a reasonable dividend to 
its stockholders, and set aside a rea- 
sonable and adequate surplus; that 
its credit standing is now rated at the 
highest, and that it is attracting suf- 
ficient capital to enable it to perform 
the necessary service required of it, 
and to improve and expand its facili- 
ties. Supporting their contention 
that the petitioner is now earning suffi- 
cient net revenue to meet all its needs, 
the protestants bring as an expert 
witness, Mr. David A. Kosh, a public 
utility consultant engaged in private 
practice with offices in Washington, 
D. C. Mr. Kosh had made a study 
of the cost of capital and a fair rate 
of return to Southern Bell, and pre- 
sented detailed explanation of his 
study along with exhibits in support 
of his testimony. He testified that 
his analysis indicates a fair rate of 
return to the Southern Bell of no 
more than 6 per cent to be applied to 
a rate base substantially equal to net 
original cost of the company’s prop- 
erty used in rendering service in 
North Carolina. Net investment at 
the end of the test period (March 31, 
1954) was $84,779,611. Since the 
net operating income of the company 
on a going level as of March 31, 1954, 
was $4,225,290, its rate of return on 
the net investment at that date (on 
$84,779,611) was 5.02 per cent. On 
this basis there is a deficiency in the 
company’s earnings of .98 per cent— 
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in net revenue of $830,840, or in gross 
revenue of $1,987,448. The protes- 
tants contend however that notwith- 
standing this, the company is earning 
sufficient net revenue and does not 
need to increase its rates; among 
other reasons for this contention they 
point to its debt ratio, and a change 
made in Federal Internal Revenue 
Code for 1954 which provides two 
methods for accelerating depreciation 
for federal income tax purposes, in 
addition to the present method. 

[3] The evidence discloses that 
Southern Bell is now operating with 
its capital divided on a ratio of ap- 
proximately 78 per cent equity capital 
and 22 per cent debt. It is not dis- 
puted that debt capital can now be 
supplied at cost less than that required 
for equity capital, and thus the more 
a company borrows in relation to its 
total capital requirements, the less 
the cost of providing its capital. The 
protestants contend that the petition- 
er should borrow more money and 
bring its debt ratio up to approxi- 
mately 40 per cent of its total capital, 
and that if this is done it will offset, 
in part at least, the present deficiency 
in its rate of return. The petitioner 
admits that its debt ratio can be 
raised to approximately 334 per cent, 
and in asking for a rate of return of 
6.75 per cent on the fair value of its 
property bases the same on a capital 
structure divided on a ratio of 334 
per cent debt, and 66% per cent equity 
capital. The only means whereby the 
commission can deal with these con- 
tentions is to take cognizance of the 
division between debt and equity capi- 
tal in arriving at the rate of return 
it will allow the company to earn on 
the value of its property. Various 
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companies which operate under the 
jurisdiction of the commission have 
various debt ratios, and generally 
speaking one of 334 per cent is not 
considered out of proportion for a tele- 
phone company, and while in this case 
the commission does not say a debt 
ratio of 334 per cent is too low— 
neither does it say that a ratio of 
40 per cent would be too high. It 
has considered and given weight to 
all the facts in this case concerning 
the debt ratio, the circumstances which 
affect the same, and the contentions 
of both sides on the issue in arriving 
at the rate of return herein. 


[4] Three methods have been pro- 
vided for determining depreciation un- 
der the Federal Internal Revenue Code 
for 1954 for federal income tax pur- 
poses: One, the straight-line method, 
which has been followed by this com- 
pany with the approval of the com- 
mission for many years, and the other 
two being accelerated provisions which 
are authorized to be used for income 
tax purposes and which permit the 
company to charge to depreciation 
during the first half of the life of the 
property, approximately two-thirds 
to three-fourths of the cost of prop- 
erty acquired since December 31, 
1953. The protestants contend that 
test period operating results should 
be adjusted to reflect theoretical re- 
ductions in income tax payments if 
the company were to adopt the ac- 
celerated depreciation provisions of the 
Internal Revenue Code of 1954. To 
accept this would be to resolve prema- 
turely the complex issues inherent 
in the determination of what action, 
if any, the company should take as a 
result of these new tax provisions. 
These issues embrace both questions 


of practicability as well as questions 
of regulatory treatment which cannot 
be fully determined from the facts be- 
fore us. The commission has continu- 
ing jurisdiction over this company’s 
operations. It will continue to study 
this matter and will require the com- 
pany to advise the commission 
promptly of any change which it 
makes in its income tax returns as 
a result of these new provisions. 

[5] The commission has weighed 
all the contentions made by both the 
petitioner and the protestants with re- 
spect to what the elements of a fair 
rate of return should be; the effect 
which the company’s debt ratio should 
have upon the same; the effect which 
accelerated depreciation on property 
since December 31, 1953, might have 
upon the rate of return; the depress- 
ing effect which high cost construc- 
tion whereby the costs of each station 
added exceeds the average cost of 
old stations in service; the cost of 
money and the best methods by which 
this company can finance its needs; the 
undisputed fact that a wage increase 
of $344,000 annually has been put into 
effect for the company’s employees 
since the end of the test period; and 
after giving what the commission con- 
siders due consideration to each and 
every contention made by both the 
petitioner and the protestants, and all 
the evidence in support of the same, 
has concluded that the petitioner is 
not now earning a fair and reasonable 
rate of return on the fair value of its 
property used and useful in rendering 
intrastate service in North Carolina, 
and has further concluded that a rate 
of return of 6 per cent on the fair 
value of the company’s said property 
is a proper and reasonable rate of re- 
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turn, and one which the petitioner is 
entitled to earn. Thus, we hold that 
the petitioner is entitled to a rate of 
return of 6 per cent on $89,000,000, 
the fair value of its property used and 
useful in providing intrastate tele- 
phone service to its subscribers in 
North Carolina. 

The commission having found the 
appropriate rate base for this company 
as of the test period under considera- 
tion to be $89,000,000, which is the 
fair value of the petitioner’s property 
used in rendering intrastate service in 
North Carolina; and having found 
that a rate of return of 6 per cent 
thereon is fair and reasonable to both 
the petitioner and its subscribers; it 
is now a matter of calculation as to 
what rates and charges will be nec- 
essary to produce said return. A 6 
per cent rate of return on $89,000,000, 
amounts to $5,340,000. The present 
net income of the petitioner’s prop- 
erty including new telephones which 
have been added to its system up to 
the time of the hearing of this cause 
is $4,255,290. This leaves a deficit 
in the petitioner’s net income of $1,- 
084,710. To produce a net addition 
to the petitioner of $1,084,710, its 
gross income must be increased by 
$2,595,000. 

It is therefore, ordered: 

(1) That the petitioner, Southern 
Bell Telephone and Telegraph Com- 
pany, be, and it is hereby, authorized 


to increase its North Carolina intra- 
state telephone rates and charges to 
produce additional annual gross reve- 
nue not exceeding $2,595,000 based 
upon stations and operations as of 
March 31, 1954; and 

(2) That the rates and charges pre- 
scribed and set forth on Appendix 
“A” [omitted herein], hereto attached, 
and which will produce the additional 
annual gross revenue provided by this 
order becomes the rates and charges to 
be made by Southern Bell Telephone 
and Telegraph Company in North 
Carolina, effective with the next bill- 
ing date, or dates, immediately follow- 
ing the release of this order; and the 
commission having considered and ex- 
amined the schedules of rates and 
charges as provided by Appendix “A”, 
and having found the same to be ac- 
curate and proper for producing the 
annual additional gross revenue au- 
thorized by this order, orders said 
rates and charges to become effective 
with the next billings immediately fol- 
lowing the release of this order; that 
the intrastate toll rates to become ef- 
fective at 12:01 a.m. on December 21, 
1954; and 

It is further ordered: 

That a copy of this order be trans- 
mitted under the seal of this commis- 
sion to the petitioner and its attor- 
neys of record, and to the protestants 
and the attorneys of record for the 
same. 
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ALABAMA PUBLIC SERVICE COMMISSION 


Re Southern Bell Telephone & 
Telegraph Company 


Docket 13784 
December 13, 1954 


ETITION by telephone company of approval of 2-way, nonop- 
P tional, extended exchange service between two cities; granted. 


Service, § 445 — Extended area telephone service. 

1. A telephone company’s application for approval of 2-way, nonoptional, 
extended exchange service between two cities was approved where the 
same kind of service on an optional basis would be uneconomically prohibitive 
and where the benefits to the area would be generally compensatory by 
reason, among other things, of reduced toll charges and unlimited calling 
privileges, even though the rates to the residents of one area would be raised 
to the level of the rates in the other area without any appreciable advantages 
to certain individual subscribers, p. 56. 


Discrimination, § 45 — Telephone rates — Subscribers’ income. 


2. It is impractical and discriminatory for telephone rates and services to 
be based on the personal income of individual subscribers, p. 56. 


By the Commission: The above- 
styled petition, filed with this commis- 
sion on September 7, 1954, came on to 
be heard before the commission in the 
city hall, Fairhope, Alabama, on No- 
vember 24, 1954, at 10 a.m. 

On hearing petitioner averred that 
as a result of a number of requests 
by various civic leaders and telephone 
subscribers in the Fairhope exchange 
to eliminate all toll charges for calls 
between Fairhope and Mobile ex- 
changes and the overlapping commu- 
nity of interest which has existed for 
several years, it conducted an opin- 
ion poll to determine whether or not 
2-way, nonoptional, extended service 
was desired by the majority of its sub- 
scribers in the Fairhope, Alabama, 


exchange. No opinion survey was 


made of the subscribers in the Mobile 
exchange as there would be no rate 
change effected for these subscribers 
under the present statewide rate sched- 
ule. 

An initial survey of the Fairhope 
business and residence subscribers was 
begun on June 11, 1954, and was in 
progress up until June 19, 1954, at 
which time this survey was suspended 
in view of the fact that a new state- 
wide rate schedule was to be placed 
in effect on June 21, 1954. As of the 
date that this initial canvass was sus- 
pended, over 65 per cent of the Fair- 
hope telephone subscribers had cast 
their votes with over 90 per cent of 
those who had voted being in favor 
of the proposed plan. On July 14, 
1954, a resurvey of petitioner’s Fair- 
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hope, Alabama, subscribers was begun 
to allow them to vote their convictions 
in regard to the proposed plan in the 
light of the rate adjustments and their 
effects under the new statewide rate 
schedule. 

Letters were mailed to all Fairhope 
residence subscribers and those wait- 
ing for residence service outlining 
briefly this proposal and requesting 
a vote as to whether or not they were 
favorable or unfavorable to the plan. 
The vote was taken by requesting the 
return of a postal card enclosed with 
the letter. All business subscribers 
were contacted in person, the matter 
being explained to them and their vote 
received on a card signed by them. 

Attached hereto and made a part 
hereof as Exhibit “A” is the result 
of the survey conducted by petitioner. 


Notwithstanding that the commis- 
sion has heretofore found similar 
surveys by petitioner to have been 
properly conducted and accurately re- 
flective of subscriber opinion, the com- 
mission had a sample opinion poll of 
the subscribers made by its own repre- 
sentative. The findings of the com- 
mission representative verified the sur- 
vey results herein submitted by peti- 
tioner. 

A number of subscribers who were 
present at the hearing stated, general- 
ly, that they were in opposition to the 
granting of the petition for the reasons 
that the proposed service would in- 
crease their rates for local exchange 
service without rendering in return 
any material benefit to them, since 
they averred that most of their busi- 
ness interests are in the city of Fair- 
hope and they rarely have occasion to 
communicate with the Mobile area. 
In addition, several subscribers stated 
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that the proposed service would pro- 
duce rates which they would be unable 
to pay. 

A number of other subscribers, in- 
cluding city and civil officials, were 
also at the hearing, and stated that 
the proposed service was needed and 
desired by a substantial majority of 
the Fairhope subscribers, and that it 
would be in the interest of the Fair- 
hope area generally, both from a social 
and commercial standpoint, for the 
proposed service and rates to be placed 
into effect. One former business sub- 
scriber in Fairhope averred that the 
unavailability of the service herein pro- 
posed was instrumental in the even- 
tual discontinuance of his Fairhope 
business with a resulting loss of em- 
ployment to a number of people. 

[1,2] The commission has devoted 
considerable study to the problems in- 
volved in this matter and is aware of 
the fact that optional, 2-way service in 
place of the present optional, one-way 
service is uneconomically prohibitive 
from a standpoint of the cost which 
would be required by petitioner to 
furnish such service. While the com- 
mission is aware that rates in the Fair- 
hope area would be raised to the Mo- 
bile level by reason of the proposed 
change, with a corresponding hard- 
ship on some individual subscribers, it 
also feels that the benefits to the Fair- 
hope area would be generally compen- 
satory by reason, among other things, 
of reduced toll charges and unlimited 
calling privileges. It would be im- 
practical and discriminatory for the 
commission to establish rates and serv- 
ices for individual subscribers of any 
utility based on personal income of 
such subscribers. 

For the above reasons and in the 
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light of all other relevant facts in this 
cause, the commission is of the opinion 
and finds that the petition of Southern 
Bell Telephone and Telegraph Com- 
pany, a corporation, filed in this cause 
on September 7, 1954, is consistent 
with the public interest, should be and 
will herein be granted. 

The premises considered— 

It is ordered by the commission that 
the petition of Southern Bell Tele- 
phone and Telegraph Company, a cor- 


poration, filed in this cause, on Sep- 
tember 7, 1954, for approval of 2-way, 
nonoptional, extended exchange serv- 
ice between Fairhope, Alabama, and 
Mobile, Alabama, be and it is hereby 
approved, effective upon the installa- 
tion of said service. 

Jurisdiction of this cause is hereby 
retained for such further order or or- 
ders as the commission finds just and 
reasonable in the premises. 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


Re Hope Natural Gas Company 


Case No. 4086 
November 5, 1954 


PPLICATION by gas company for authority to increase rates; 
A increase authorized as modified. 


Rates, § 146 — Natural gas company — Effect of supplier rate proceeding. 
1. A natural gas company’s proposed rate increase should be reduced where 
the claimed operating deficiency has been reduced by virtue of the pipeline 
supplier’s withdrawal of a request to increase wholesale rates, p. 58. 
Return, § 101 — Natural gas company. 
2. A return of 6.20 per cent was considered reasonable for a natural gas com- 





pany, p. 59. 


By the Commission: This proceed- 
ing came on to be heard this 5th day 
of November, 1954, upon the revision 
of Original Sheet No. 4, filed May 13, 
1954, by the Hope Natural Gas Com- 
pany, a corporation, hereinafter some- 
times referred to as “Hope,” of its 
Tariff P. S. C. W. Va. No. 9, desig- 
nated Fifth Revision of Original 


Rate 

First 

Next 98,000 ” 

Next 400,000 ” ” ” ” 
Next Sen Oe 
Next S400” 
Allover 50000000” ” ” ” 


2,000 cu. ft. used per month “— per M cu. ft. 


Sheet No. 4, canceling Fourth Revi- 
sion of Original Sheet No. 4 and Orig- 
inal Sheet No. 5, issued May 13, 1954, 
effective for all gas furnished on and 
after July 1, 1954, stating increased 
rates and charges for furnishing nat- 
ural gas service in the entire territory 
served by it in the state of West Vir- 
ginia as follows: 


” 45 ” ” ” ” 
” 42 ” ” ” ” 
” 39 ” ” ” ” 
” 38 ” ” »” ” 
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Delayed Payment Penalty 
The above schedule is net. 


On all accounts not paid within the discount period stated 


in the special rules of the company, or in the case of industrial consumers within the discount 
period stated in the contract, 2 cents per M cubic feet will be added to the net amount shown. 


Minimum Charge 


The above schedule is subject to a minimum monthly charge of $2. 


upon proof of the giving of notice of 
the filing of the aforesaid increased 
rates and charges and hearing thereon, 
as required by an order made herein 
on May 24, 1954, and by which order 
the aforesaid revised tariff sheet is- 
sued May 13, 1954, effective July 1, 
1954, was suspended and the use of 
the rates and charges stated therein 
deferred until October 28, 1954, un- 
less otherwise ordered by the commis- 
sion; upon the evidence adduced at 
hearings held herein on July 15 and 
16, September 1, September 15, and 
October 1, 1954; upon the brief filed 
on October 13, 1954, by the respond- 
ent, Hope Natural Gas Company; 
upon the brief filed October 19, 1954, 
by C. B. Johnson and Robert B. 
McDougle, attorneys for industrial 
protestants; upon the letter of the re- 
spondent, Hope Natural Gas Compa- 
ny, dated October 26, 1954, stating 
that it had no objection to an exten- 
sion of the suspension of the rates and 
charges hereinbefore set out, from 
October 28, 1954, to November 10, 
1954; and upon the order of the com- 
mission made on October 27, 1954, 
extending the suspension date of said 
rates and charges from October 28, 
1954, to November 10, 1954, unless 
otherwise ordered by the commission. 

From all which it appears that it is 
necessary that disposition of the mat- 
ters involved herein be had before 
November 10, 1954, for the following 
reasons : 

[1] 1. As a result of the Federal 
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Power Commission’s limiting the ef- 
fect of escalation clauses in gas pur- 
chase contracts, the proposed increases 
of the Tennessee Gas Transmission 
Company, scheduled to become effec- 
tive November 1, 1954, were with- 
drawn by said company, the effect of 
which was the elimination of that por- 
tion of Hope’s cost of service incident 
to such previously proposed Tennessee 
increase, which resulted in reducing 
the deficiency in Hope’s revenues for 
the test period used in this proceed- 
ing from $1,958,196 to $1,384,047 ; 
and by reason thereof the aforemen- 
tioned Fifth Revision of Original 
Sheet No. 4, canceling Fourth Re- 
vision of Original Sheet No. 4 and 
Original Sheet No. 5, stating increased 
rates and charges should be canceled, 
as such rates and charges, if made 
effective, would make it necessary in 
any event for Hope to make a refund 
to all its customers, as the rates and 
charges are designed to produce reve- 
nue in excess of the amount needed to 
cover the deficiency now claimed by 
Hope. 

2. The exhibits offered by the prot- 
estants and the commission’s account- 
ing staff show that Hope’s revenues, 
based on the test period used in this 
proceeding, are deficient by at least 
$534,000, and by reason thereof Hope 
should be authorized to put into ef- 
fect before November 10, 1954, such 
rates and charges as may be neces- 
sary to produce sufficient revenue to 
enable it to pay its reasonable and 














RE HOPE NATURAL GAS CO. 


necessary operating expenses, includ- 
ing taxes, and to provide for depre- 
ciation in and a reasonable return on 
the value of its property for rate-mak- 
ing purposes, otherwise the rates and 
charges hereinbefore set out will be- 
come effective on November 10, 1954. 
It further appears that since the is- 
sues involved in this proceeding were 
discussed in detail in the briefs filed 
herein (and which have been very 
helpful), no useful purpose would be 
served by reviewing them in detail 
here, further than to state the conclu- 
sions reached by the commission after 
careful consideration of the positions 
taken by Hope, the protestants, and the 
commission’s accounting staff, which 
conclusions are as follows, with the 
exception hereinafter noted: 


Revenue at present rates ........ $13,681,543 
Oe eg re 14,318,066 


LO Ea $636,523 


Adjustments : 


Cost of service allocated on 
basis of protestants’ allocations 
factors which excluded leakage 
adjustment from demand factor 
and included an average leak- 
age adjustment of 2.7283% in- 
stead of 4% in commodity fac- 
(2) SR Se PCIe ee. aa wea 
Injuries and damage expenses 
adjusted on basis of protestants’ 
5-year average experience of 
the respondent ............... 
Increased labor cost due to 
wage increase granted July 1, 
1954 


(112,094) 


(9,372) 


85,155 
21,834 
$622,046 


West Virginia Gross Sales Tax 
on required increased revenue 


Adjusted deficiency 
West Virginia Gross Sales Tax 
on adjusted revenue to average 
heating season 


19,846 
$641,892 


Deficiency at 6% return ...... 


[2] It further appears that the 
rate of return allowed in recent Hope 
cases before this commission has been 
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6 per cent; that little if any effort was 
made by Hope to show that there had 
been an increase in the cost of debt 
capital that would justify an increase 
in the rate of return; and that the evi- 
dence offered by Hope in support of its 
position that the rate of return should 
be 6} per cent, particularly the com- 
parison made by witness Merrill of 
the yield on industrial stock as com- 
pared to the stock of public utilities, 
is not convincing because the unusual 
profits of the large industries could 
be one of the reasons for public utili- 
ties appearing before this and other 
regulatory bodies seeking authority to 
increase their rates by reason of in- 
creased operating costs. 

It further appears that the situa- 
tion in this proceeding is quite unusual 
in that Hope, in arriving at the de- 
ficiency in its income from its West 
Virginia business for the test period 
used herein, has assumed that if aver- 
age temperatures had prevailed dur- 
ing the 1953, 1954 heating season, its 
West Virginia sales would have been 
increased by 1,199,153 Mcf, for which 
it would have received $545,565 in 
excess of the revenue it actually re- 
ceived for said period, without any as- 
surance that it will sell the additional 
quantity of gas in the 1954, 1955 heat- 
ing season. 

Upon consideration of the foregoing 
and the entire record in this proceed- 
ing, the commission is of opinion and 
finds that the rates the respondent, 
Hope Natural Gas Company, is seek- 
ing authority to put into effect are 
not just and reasonable in that, ad- 
mittedly, they will produce revenue 
substantially in excess of that required 
to enable the respondent to pay its 
reasonable and necessary operating ex- 
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penses, including taxes, and to pro-=afixed, except the minimum monthly 
vide for depreciation in and a reason-—charge, should not be applied to gas 





able return on the value of its property 
used and useful in its West Virginia 
business; and that by reason thereof 
the aforementioned Fifth Revision of 
Original Sheet No. 4 of the respond- 
ent’s Tariff P.S.C. W.Va. No. 9 
should be canceled. 

Upon like consideration the com- 
mission finds that the respondent’s 
present rates and charges are not just 
and reasonable in that they do not pro- 
duce sufficient revenue for the afore- 
mentioned purposes ; and that the rates 
and charges the respondent is herein- 
after authorized to put into effect are 
just and reasonable and are designed 
to produce $14,417,757 annually, 
which should be sufficient for the 
aforementioned purposes, including a 
return of 6.20 per cent, which re- 
turn the commission deems to be rea- 
sonable for the purpose of this pro- 
ceeding, considering all the facts dis- 
closed by the record herein. 

The commission further finds that 


the rates and charges hereinafter 
Rate 
First 2,000 cu. 
Next 98,000 ” 
Next 40000" " ” 
Next 5,500,000" " ” ” 
Next 44000000" » ” ”™ 
Allover 50,000000 ” ”" ” ” 


Delayed Payment Penalty 
The above schedule is net. 


furnished in that area served by the 


Monongahela Power Company prior 
to the time it was taken over by the 
respondent herein. 

It is, therefore, ordered that the 
aforementioned Fifth Revision of 
Original Sheet No. 4, canceling 
Fourth Revision of Original Sheet No. 
4 and Original Sheet No. 5, of the 
respondent’s Tariff P.S.C. W.Va. No. 
9, be, and it hereby is, canceled and 
stricken from the tariff files of the 
commission. 

It is further ordered that the re- 
spondent, Hope Natural Gas Compa- 
ny, a corporation, be, and it hereby is, 
permitted and authorized to put the 
following rates and charges into ef- 
fect in the entire territory served by it 
in the State of West Virginia, except 
in that part of the territory formerly 
served by the Monongahela Power 
Company, in which territory only the 
minimum monthly charge hereinafter 
fixed shall apply : 


ft. used per month —. per M cu. ft. 


> Bau es 
” 363 ” ” ” ” 
” 354 ” ” ” ” 


On all accounts not paid within the discount period stated in 


the special rules of the respondent, or in the case of industrial consumers within the discount 
period stated in the contract, 2 cents per M cubic feet will be added to the net amount shown. 


Minimum Charge 


The above schedule is subject to a minimum monthly charge of $1.50 in the entire territory 


served. 


It is further ordered that the re- 
spondent, Hope Natural Gas Compa- 


ny, a corporation, be, and it hereby is, 


authorized to put the aforesaid rates 
and charges into effect on November 
10, 1954. 
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RE MILWAUKEE & SUBURBAN TRANSPORT CORP. 


WISCONSIN PUBLIC SERVICE COMMISSION 


Re Milwaukee & Suburban Transport 


Corporation 


2-SB-571 
September 2, 1954; rehearing denied October 8, 1954 


PPLICATION by transit company for authority to issue chattel- 


mortgage notes; dented. 


Security issues, § 99 — Chattel-mortgage notes — Increase in debt ratio. 
1. Issuance, by a transportation company, of chattel-mortgage notes to 
finance part of the cost of purchasing motor coaches would result in an 
unreasonable proportion of senior securities to the total security structure 
when, as a consequence, the debt ratio would be increased from 62.2 per 
cent to 64.5 per cent and the common stock equity would be reduced from 


7.6 per cent to 7.2 per cent, p. 62. 


Security issues, § 52 — Need for financing 
2. A transit company’s application 


— New equipment — Transit company. 
for authority to issue chattel-mortgage 


notes to finance part of price of the purchase of motor coaches will be denied 
where the company has or will have sufficient funds on hand to pay for the 


proposed equipment, p. 63. 
» 


By the Commission: On June 29, 
1954, Milwaukee & Suburban Trans- 
port Corporation, filed an application 
with the commission, under the pro- 
visions of Chap 184, Wisconsin Stat- 
utes, for authority to issue $642,000 
principal amount of its 4 per cent 
chattel-mortgage notes to finance a 
part of the cost of purchase of 38 G.M. 
Model TDH 5105 transit-type, diesel 
hydraulic motor coaches. 

Pursuant to due notice hearing was 
held at Madison on August 6, 1954, 
before examiner Rolfe E. Hanson. 


APPEARANCES: Milwaukee & Sub- 
urban Transport Corporation, by 
Lines, Spooner & Quarles, Attorneys, 
by Maxwell H. Herriott; of the com- 
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mission staff: Ralph S. Butler, ac- 
counts and finance department, and 
Fred C. Huebner, accounts and finance 
department. 

Applicant’s balance sheet as of May 
31, 1954, is shown below as Table 1: 


Table 1 
Balance Sheet 
Assets : 
Property and plant ........ $28,111,640.60 


Less reserve for depreciation 15,149,978.06 


Plant less reserve .... 12,961,662.54 
Plant acquisition adjustments (4,441,515.89) 


Net plant account .... _ 8,520,146.65 
Investments in securities of 
subsidiary companies ..... 50,000.00 
Total plant and invest- 
MONEE P25. s eta 8,570,146.65 
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Current assets [1] One of the provisions of Chap 
Cash .............+-+-. . 1,925,79983 184, Statutes, which is applicable to 
U. S. government securi- : eae z 2 

ROO 316,277.50 the pending application, is contained 
Injuries and damages re- . . c 

cetvefend............ 422,950.93 in § 184.05(4), the pertinent portion 
Accounts and notes receiv- of which is quoted below: 

able ....... beaks 103,802.57 “The amount of securities of each 
Due from subsidiary com- ‘ 4 ; 

BUR cahis tins esos a class which any public service cor- 
Special deposits ......... 1,250.00 . : 7 
Materials and supplies . 657,084.73 poration may wuneel shall bear a rea 
Prepaid accounts ...... 172,736.51 sonable proportion to each other and 


to the value of the property, due con- 


Total current assets...  3,632,258.22 ‘ i , ; 
— sideration being given to the nature 


Deferred charges .. - __ 509,230.43 of the business of the corporation, its 
ee Aree .... $12,711,635.30 credit and prospects, the possibility 
Liabilities : that the value of the property may 

Common stock ......... $515,000.00 change from time to time, the effect 

compte sco «ea 3 one 0000 which such issue will have upon the 


Secured promissory notes .. 2,984,632.69 | management and operation of the cor- 
Total security struc: ..++~«~-~-—=«éPOration by reason of the relative 

BOE caxees ......  9,699,632.69 amount of financial interest which the 
“~~ various classes of stockholders will 


Current liabilities : ; 
have in the corporation, and other 





Accounts payable ... 295,283.01 ; : 
Acree’ payrolls me oeeees considerations deemed relevant by the 
vacation payroll ... 530. —" ” 
pemesaerrend ........... ee SE et 
iatetest ys ae : 75,538.60 The capitalization of the company 
jabilit or injuries an 
deniers a SA 191,125.24 ond of May 31, 1954, as shown above 
Other current and accrued in Table 1 and, also, pro forma, after 
liabilities ............. 244,292.53 giving effect to the proposed issue of 
Total current  liabili- w chattel-mortgage notes, would be as 
eae eather eg tes ets 2,556,779.38 shown in Table 2 below. 
Reserve for injuries and It will be seen, from the above Table 
damages ..... 3 : 209,407.60 j e 
Earned surplus 245,815.63 2, that the ee sol already ed 
—__—___—— heavy with senior securities and that 
UMMM roche cee. $12,711,635.30 the proposal to issue $642,000 of ad- 
( ) Denotes red figure. ditional debt would increase that debt 
Table 2 
Actual Pro Forma 
Amount % Amount % 
First mortgage notes ...... $3,200,000 .. J $3,200,000 .. % 
Secured promissory notes .... 2,984,633 be 2,984,633 £5 
Chattel-mortgage notes . : Gee = 642, - 
Total debt .. eer ae fe 6,184,633 62.2 6,826,633 64.5 
Preferred stock .. St . 3,000,000 30.2 3,000,000 28.3 
Common stock . ; ; 515,000 52 515,000 4.9 
RMR oes No ees a 245,816 2.4 245,816 2.3 
Total securities and surplus ............ $9,945,449 100.0% $10,587,449 100.0% 
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ratio from 62.2 per cent to 64.5 per 
cent and reduce the common stock 
equity (common stock par value plus 
surplus) from 7.6 per cent to 7.2 per 
cent. 

It appears clear that the “reason- 
able protection” to security holders, 
which the statute (§ 184.06) contem- 
plates, would be ill served by the ap- 
proval of the issuance of this form of 
security, and that the company would 
be well advised to use other methods 
to finance additional capital expendi- 
tures. 

[2] Another provision of the stat- 
utes (§ 184.03(1)) provides, in part, 
as follows: 

7 the commission shall not 
authorize the issuance of securities for 
any purposes which are not proper cor- 
porate purposes, or in an amount 
greater than is reasonably necessary 
for such corporate purposes, having in 
view the immediate requirements of 
of the corporation and its prospective 
requirements over a reasonable period 
in the future, and other relevant con- 
siderations.” (Emphasis supplied.) 


In support of this statutory require- 
ment, the company submitted, as Ex- 
hibit 2, a statement showing estimated 
monthly cash receipts and disburse- 
ments and, also, its estimate of the 
minimum cash balances required from 
June 1, 1954, to June 30, 1955. 
These data are summarized in the 
following Table 3 together with the 
adjustments thereto which would be 
necessary if the proposed financing 
were not accomplished : 


Table 3 


Estimated cash balance 
Including Excluding Minimum 





proposed proposed cash 
Period financing financing balance 
June 1954 ... $2,217,977 $2,217,977 $2,010,000 

July 1954 ... 2,265,747 2,265,747 2,160, 
Aug. 1954 ... 2,145,857 2,145,857 1,890,000 
Sept. 1954 . 2,212,197 2,212,197 2,000,000 
Oct. 1954 1,729,827 1,087,827 1,560,000 
Nov. 1954 . 1,856,757 1,227,597 1,700,000 

Dec. 1954 1,819,514 1,203,159 1,860, 
Jan. 1955 . 2,158,584 1,554,999 2,010,000 
Feb. 1955 . 2,399,564 1,808,709 2,080,000 
Mar. 1955 . 2,184,184 1,606,024 1,780,000 
Apr. 1955 . 2,249,644 1,684,144 1,770,000 
May 1955 ... 2,636,374 2,083,504 1,950,000 
June 1955 ... 2,506,374 1,966,099 2,040,000 
Average ... $2,183,000 $1,774,000 $1,908,000 


It will be noted, from Table 3, that, 
without any security financing, the 
company estimates that it will have, 
in June, 1955, $1,966,099 in cash, 
which is more than 96 per cent of what 
it terms its cash requirement of $2,- 
040,000 at that time, and the monthly 
average for the total period is 93 per 
cent of what the company claims as 
its average monthly requirement. In 
addition, the company’s estimate of 
required minimum cash balance in- 
cludes $548,350 for income tax ac- 
cruals made in 1953 in excess of ac- 
tual tax liability shown on its tax re- 
turns. It may be that some additional 
tax liability may be imposed when 
the tax returns are audited at some fu- 
ture date, but pending that time the 
company has use of the funds; and, 
there is also the possibility that addi- 
tional tax assessments may be less than 
anticipated. 


In view of the evidence before the 
commission, it appears that the com- 
pany has and will have, over a rea- 
sonable period in the future, sufficient 
funds on hand to pay for the proposed 
38 motor coaches mentioned in its 
pending application without resorting 
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to the issuance of any additional se- 
curities at this time, and that, there- 
fore, the prayer of the pending ap- 
plication should be denied. However, 
the company may, if it so desires, file 
a subsequent application for author- 
ity to issue common stock for cash if 
subsequent experience proves that the 
present cash forecast was materially in- 
sufficient and that the immediate need 
for additional cash is greater than is 
now apparent. 


Findings of Ultimate Fact 


The commission finds: 

1. That the proposed issue of $642,- 
000 of chattel-mortgage notes does not 
comply with the provisions of Chap 
184, Wisconsin Statutes, and would 
result in an unreasonable proportion 
of senior securities to the total secu- 
rity structure, due consideration being 
given to the various relevant items 
mentioned in § 184.05(4), Statutes. 

2. That the financial condition, plan 
of operation, and proposed undertak- 
ings of the corporation are not such 


as to afford reasonable protection to 
the purchasers of the proposed securi- 
ties. 

3. That no amount of additional se- 
curities is reasonable for the purposes 
stated in the pending application, 
having in view the immediate require- 
ments of the corporation and _ its 
prospective requirements over a rea- 
sonable period in the future and other 
relevant considerations. 


Conclusion of Law 


The commission concludes: 

1. That, in view of the above find- 
ings of fact, no certificate of author- 
ity, as prayed for in the pending ap- 
plication, may be issued. 

2. That the prayer of the application 
should be denied. 


ORDER 


The commission therefore orders: 

That the prayer of the pending ap- 
plication in the above-entitled matter 
be and the same is hereby denied. 
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NEW DELTA-STAR 330 KV Air Switches set new 








How soon will 
your future 
be in this picture? 


These new ultra high voltage switches, the first to be 
ordered and built in this country, are now installed and 
in service. They are the forerunners for handling heavy 
power loads of the future. 





Built alou.g tne same basic principles as lower voltage 
MK-40 switches, which have become the standard of 
comparison, these 330 kv switches set a new standard 
for ultra high voltage service. They also represent the 
advantages offered all utilities through DELTA-STAR 
specialization in carefully engineered, specially designed 
high voltage switching equipment. 

Whether you now need switches of high voltage ratings, 
high current ratings or normal ratings, your preferred 
source, more than ever, is DELTA-STAR. 








DELTA-STAR 330 kv, 1600 Ampere MK-40 Air Switch 


This giant size switch has every feature incorporated 
in all DELTA-STAR MK-40 switches. Included are 
rugged high pressure contacts construction and 
efficiency, simplified blade actuating mechanism, a 
minimum number of current inter-change surfaces 
and ease of operation. 

DELTA-STAR MK-40 switches are available in voltage 
ratings from 7.5 to 380 kv, and current ratings from 
400 to 5000 amperes. 


When you want the best in high voltage switching equipment—specify DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 
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PRINCIPLES OF PUBLIC UTILITY 


REGULATION 
Public a (1941) 


| Webber 
: by A. C. Webber 


(Former Chairman, Massachusetts Department of Public Utilities) 





Here are the frank confessions of a commis- 
sioner whose aim has been to coordinate the 
public administration of the regulatory law 
with the private conduct of the utility business 


so as to encourage confidence and good will in 





831 Pages 
$6.50 


the domain of both the investor and consumer. 





Included are discussions of vital questions, such as: 


- - - Taxes in Relation to Rates 


- - - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


- - - The Reproduction Cost Rule 
- - - Inflation and Utility Rates 


- - - Rates of Public Service Corporations 
and Other Price Levels 


- - - Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important Principles of 
Public Utility Regulation with Annotations 





PUBLIC UTILITIES REPORTS, INC. 


MUNSEY BUILDING WASHINGTON 4, D. C. 


























TH 
NIG 
by | 
title 
pan 
deal 
plar 
the 
In 

stric 
bors 
part 
nout 
over 
illus 
Ata 
noti 
be ii 













































PUBLIC UTILITIES FORTNIGHTLY—MARCH 31, 19% 


con 































B over 1,750,000 horsepower brought 
f into operation. This compares with 














Industrial Progress 


Our Northern Neighbors Look to Hydro Expansion 


THE August 2, 1951 issue of PusLic Uritities Fort- 
NIGHTLY carried as a leading feature an article written 
by Cyril Bassett of The Financial Post (Toronto) en- 
titled “Canadian Hydro Keeps Pace with Industrial Ex- 
pansion.”” Needless to say there has been a great 
deal more expansion executed and 


sites under study and at which development will be 
undertaken in a matter of a few years. 

In addition to hydro, several companies plan additions 
to existing steam generating stations. In the field of 
power distribution new main transmission lines were 
completed or under construction in 
many parts of the country such as in 





planned by Canadian utilities since 
the publication of the Bassett article. 
In recognition of the tremendous 
strides being made by our “neigh- 
bors to the north” there follows a 
partial compilation of various an- 
nouncements which have been made 
over the past couple of months which 
illustrate more recent developments. 
At a later date a further list of such 
notices and proposed projects may 
be included as the information be- 
comes available. 

By the end of 1955 the Dominion 
should have a million more horse- 
power in hydroelectric capacity than 
it had developed by the end of 1954. 
Last year, however, broke all records 
for the amount of new hydro-electric 
generating capacity with a total of 





the previous high of 1,066,000 horse- 
power put on the line during 1952. 
The present year is expected to ap- 
proach or equal the 1952 totals in 
new hydro capacity, according to re- 
ports. The greatest single additions 
were the Hydro-Electric Power Commission of Ontario’s 
Sir Adam Beck Generating Station No. 2, (735,000 h.p. ) 
and the Kemano-Kitimat project of the Aluminum Com- 
pany of Canada, Ltd. (450,000 h.p.). Other new plants 
and units added to existing installations are well dis- 


Aerial tramway at 


f tributed across the Dominion. 


Canadian Hydro Expansion in 1955 and Later 


New plants and expansions under construction for 
operation in 1955 total roughly one million h.p. and 
those for operation in later years, about 2,400,000 h.p. 
Of course, in addition to this amount there are several 
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the Fraser river area behind Van- 
couver, B.C. Submarine cables have 
been laid in the lower St. Lawrence 








ALCAN's 

Nechako project in British Columbia. (Cover de- 

sign from booklet, ‘‘Canada Today.'’ Courtesy of 
The Bank of Montreal). 


and across the Strait of Georgia. 

The turbine and generator has 
been ordered for a fourth unit of 
150,000 h.p. at the great Kemano- 
Kitimat project of ALCAN for 1955 
operation. Ultimate capacity at the 
underground powerhouse is placed 
at 2,000,000 h.p. This $500,000,000 
project will incorporate the huge 
aluminum smelter at the port of Kiti- 
mat, already in partial operation, a 
giant dam at Nechako, now com- 
pleted, and the world’s largest under- 
ground power development at 
Kemano. No further scheduling of 
additional units has been announced. 

Consolidated Mining and Smelting 
Company of Canada has added to 
capacity in British Columbia with 
the completion of its Waneta de- 
velopment on the Pend Oreille river 
(240,000 h.p.). The project has been 
planned for eventual doubling of its 
present capacity. No schedule has 
been set on this to date. The mining company has a total 
of eight hydroelectric plants in southern British Colum- 
bia (642,600 h.p.) 
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Kemano-Kitimat- 


British Columbia Electric Company Plans 
Record Construction 


President Dal Grauer, announced early this year that 
BCE’s record construction budget of $38,500,000 would 
make 1955 the biggest in the company’s 58-year history. 
This is the largest sum the company has earmarked for 
gas, electric and transportation within a single year. The 


(Continued on page 28) 
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lion’s share of these funds will be put into expansion of 
the electrical facilities of the BCE system. This portion 
is broken down as follows: 

Three hydro projects .................$12,150,000 


PHEW SHLISEATIONS ciccic cc ccc sucesso ee ne 7,600,000 
a 3,950,000 
High voltage transmission ............ 3,400,000 
Distribution system .................. 3,200,000 
SUGt ec: 0 rs 1,050,000 
HMOPETAE'GETVECE 6 n.c.cs cca esse eeccuces 1,850,000 
eee rere rer eee 1,650,000 
(C3 FSC SS cc re 1,000,000 
er 2,650,000 

Se WE hic Sse Wie AG ows cos cass oS eeu 


President Grauer of BCE said that if and when the 
Federal Power Commission approves the sale of Peace 
river natural gas to the United States—which will in 
turn assure the Lower Mainland’s receiving this fuel— 
the company would launch a 12 to 15 million dollar ex- 
pansion program for natural gas service. 


Canadian Government Blocks Hydro Power Export 


Plans for hydro development on the Columbia river 
in British Columbia by Kaiser Aluminum Company 
were dealt a blow by the recent action of the Canadian 
federal government in curbing export of power. 
The British Columbia provincial government has ap- 


dam at the foot of Arrow lakes for storage of water for 
power plants in Bonneville, Washington. The projected 
agreement was said to run counter to the Canadian 
government’s plans for long-range development on the 
Columbia river. The Ottawa government warned the 
provincial government of Premier Cecil Bennett that, 
if the latter insisted on the Kaiser agreement, legislation 
to stop the project would be pushed through the Federal 
Parliament. This legislation has now been passed by 
Parliament and it requires a federal license for con- 
struction of a facility affecting the flow of water on an 
international stream. 


Status of Proposed Mica Creek Project Under Cloud 


The Canadian government action, noted above, casts 
a pall over plans of the Puget Sound Utility Council 
which proposed to sponsor a large hydro development 
at Mica Creek on the Columbia river within British 
Columbia. The Council comprises some five operating 
utilities in the Puget Sound-Cascade area: Seattle City 
Light, Tacoma City Light, Puget Sound Power & Light 
Company, Snohomish County Public Utility District No. 
1, and Chelan County Public Utility District No. 1. The 
Mica Creek project would have an installed capacity of 
900,000 kw of power. Envisioned as a $250,000,000 proj- 
ect its main dam would be on the Columbia river at the 
Mica Creek site 200 miles north of the International 
Boundary. Additional downstream dams would bring in 


proved the proposed Kaiser plan to build a $30,000,000 (Continued on page 30) 
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60,000 Shares 


Kansas Gas and Electric Company 
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plus accrued dividends 
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is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 

Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 
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INDUSTRIAL PROGRESS—( Continued ) 


a total of 1,700,000 kw of power. Construction was pro- 
posed on a “partnership” basis with Puget Sound Utility 
Council paying for the construction and ownership title 
remaining in the hands of the British Columbia govern- 
ment. The power facilities at the proposed Mica Creek 
and downstream dam sites would be built and paid for by 
the Canadians with power going into their own system 
locally. The dam would benefit the council largely as a 
water storage project with controlled release benefiting 
power production at projects under construction (or 
proposed) on the American side of the border. It was 
assumed by the council that the Canadian dams, with a 
total of 1,700,000 kw, would attract large industries such 
as chemicals and light metals, including electro-process- 
ing of Canadian titanium ore and petrochemicals. 


Yukon Territory Now Looking to Hydro 


In the Yukon Territory, Northwest Power Industries, 
Ltd. is investigating hydro possibilities and plans a major 
development similar to Kitimat but with a higher ultimate 
capacity, perhaps in the area of 4,300,000 h.p. 

The Yukon Hydro Company, Ltd. plans to build a 
plant of some 800 h.p. involving the diversion of water, 
from an existing plant at Porter creek, into McIntyre 
creek, 


Utility Projects in Alberta 


Calgary Power, Ltd. in Alberta has completed its 
Bearpaw development on Bow river (20,750 h.p.) and 
has also brought onto the line a third unit (30,000 h.p.) 
in its Ghost plant. Total capacity of the latter plant is 
now 96,000 horsepower. Construction is under way on 
two new sites on the Kananaskis river with 6,900 h.p. 
slated for the Upper Kananaskis Lake and 18,500 h.p. 
at the Pocaterra site. Both are to be in operation by the 
end of 1955, according to reports. Calgary Power has 
extended its transmission system by 142 miles of 66kv 
line and 114 miles of lower voltage lines. The company 
also plans a steam plant at Wabamun with a 66,000 kilo- 
watt capacity. 

Canadian Utilities, Ltd. plans a new unit in its Astoria 
hydroelectric plant at Jasper. It has been reported that 
nearly 30,000 farms in Alberta are receiving electric 
power service. Of these, 22,000 are served by Calgary 
Power, Ltd. and 7,000 from Canadian Utilities, Ltd. 


Major Additions in Saskatchewan 


Saskatchewan Power Corporation has made large ad- 
ditions to its generating capacity. A new unit has been 
completed in the company’s Saskatoon steam plant bring- 
ing the plant’s total capacity up to 75,000 kw. The com- 
pany reportedly serves some 12,000 farms in the province 
according to year-end count. 


McArthur Project on Winnipeg River, Manitoba 


The Manitoba Hydro-Electric Board is proceeding 
on schedule with construction of the McArthur Falls 
development on the Winnipeg river. The power plant 
(80,000 h.p.) is to be completed by July, 1955. Investiga- 
tions are being carried out at the point where the Saskat- 
chewan river flows into Lake Winnipeg looking toward 
development of about 300,000 h.p. by 1960 but no firm 
plans have been made to date. Plans are going forward 
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on a steam station at Brandon (120,000 h.p. ultimate 
capacity ) for operation in 1957. 

The announcement in December, 1954, that McArthur 
project had four units “on the line” climaxed a two-year 
struggle to meet the target date. Power from the Mani- 
toba Hydro-Electric Board’s project is fed into the 
Winnipeg Electric Company’s system. 

The four generators with an ultimate capacity of 7,- 
650 kw each, are adding their quota to the power from 
plants at Pine Falls, Great Falls and Seven Sisters Falls, 

3y the end of this summer four more units will be in op- 

eration at the McArthur project. Winnipeg Electric of- 
ficial statements observed in 1953 that “it is a reasonable 
assumption that over three quarters of a million kilo- 
watts of generating capacity will be needed to serve 
Winnipeg Electric Company customers in 1963.” The 
company now states that this assumption of over a year 
ago is more than supported by the experience of 1954. 
The new units of the McArthur project to be brought 
in this summer will bring WI:CO’s system total gen- 
erating capacity to 436,000 kilowatts. Over 41,000 farms 
in Manitoba are receiving power. 


Ontario Hydro Developing Both Large 
And Small Projects 


The Hydro-Electric Power Commission of Ontario 
is vigorously pushing its hydro expansion plans and 
making rapid strides on its large Niagara river develop- 
ment as well as other smaller projects. Preliminary op- 
erations have been undertaken in connection with its 
participation in the international development of the 
St. Lawrence river. Seven generating units of the Sir 
Adam Beck—Niagara generating station No. 2 were put 
in service during 1954 and five more units are expected 
to be in operation before the end of 1955. Total installed 
capacity will be 1,260,000 horsepower. Ontario Hydro 
Commission has completed the first of two additional 
units (45,000 h.p. each) at the Pine Portage generating 
station on the Nipigon river. This brings the total in- 
stallation of four units to 172,000 h.p. 

Work is proceeding at Manitou Falls generating sta- 
tion on the English river. 

Present plans call for three units of 18,500 h.p. each. 
Space for a fourth unit is provided for and its construc- 
tion will be scheduled as soon as it is needed. 


Hydro Power in Quebec Province 


A number of projects are under way in the Province 
of Quebec for completion this year or in later years. 
Shawinigan Water & Power Company is expanding its 
hydro facilities to meet the constantly increasing power 
demands of new retail customers and those of the as- 
bestos, pulp and paper, and electro-chemical industries. 
A special expansion plan is scheduled for the next three 
years to keep pace with these demands. Total output of 
Shawinigan’s plants, last year, was 6,269,000,000 kilo- 
watt-hours. Purchased power brought the company’s 
total output to over 9,000,000,000 kwh. The company 
has generating stations with a total installed capacity of 
1,500,000 h.p. at six sites on the St. Maurice river, in- 
cluding that of its wholly-owned subsidiary St. Maurice 
Power Corporation, and two smaller plants on other 
rivers. It is considering developments at four other 


(Continued on page 32) 
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potential power sites on the St. Maurice and, this year, 
will add units at three existing plants to raise total 
capacity by 158,500 h.p. Preliminary work is under way 
on an additional unit at Rapide Blane (an added 44,500 
h.p.), at La Trenche (additional 65,000 h.p.) and at La 
Tuque (additional 49,000 h.p.). This additional 158,500 
horsepower will be in use this year. In 1954 the com- 
pany’s research staff succeeded in producing high-grade 
titanium metal experimentally on a small scale employ- 
ing electrolytic means, using Sorel slag as a raw material. 
Patents for the process have been obtained in several 
countries and development of the work has progressed 
to the pilot-plant stage according to reports. Electro- 
metallurgical industries attracted to the province over 
recent years are creating additional demands for electric 
energy. 

There has been an increased demand for power on 
the part of residential customers and 10,000 new cus- 
tomers were added during 1954. Steady growth in the 
distribution system is anticipated for the foreseeable 
future. Shawinigan owns 2,180 circuit miles of high- 
voltage transmission line and 10,500 pole-line miles of 
distribution lines in its 16,000 square mile service area 
in the Province of Quebec. High voltage lines connect 
the Shawinigan system with its subsidiary, the Quebec 
Power Company, the Quebec Hydro-Electric Commis- 
sion (government-owned and operated) the Saguenay 
Power Company, Ltd., and Southern Canada Power 
Company, Ltd. 

Gatineau Power Company has under construction for 
completion this year a new unit at Paugan Falls (47,000 
h.p. addition). Northern Quebec Power, Ltd. is install- 
ing an additional (35,000 h.p.) unit at its Quinze plant 
on the Upper Ottawa river for completion in 1955, also. 
The St. Marguerite Power Company’s plants are deliver- 
ing power to Seven Islands and Clarke City. 


Quebec Hydro-Electric Commission 


Two units of 16,000 h.p. each have been completed 
in the Quebec Hydro-Electric Commission’s Rapid [| 
plant on the Upper Ottawa river. The third unit is under 
installation and provision has been made for a fourth 
which will give the plant an ultimate capacity of 64,000 
h.p. Three units of the Bersimis river project are ex- 
pected to be in operation by 1956. Ultimately this plant 
will contain eight units of 1,200 h.p. At the Beauharnois 
plant on the St. Lawrence the commission’s work is 
proceeding apace. 


Power in the Maritimes 


The New Brunswick Electric Power Commission has 
undertaken development of the St. John river. A plant at 
the Beechwood site will consist initially of two units 
(45,000 h.p. each) with a third unit to be added when 
required. Completion is set for 1957. The commission is 
making an addition to the steam plant at Chatham for 
completion in September, 1956. 

In Nova Scotia, the Nova Scotia Light & Power Com- 
pany completed a 9,000 h.p. development in a plant on 
the Nictau river near Middleton. The company has under 
construction an additional 25,000 kw unit in its steam 
plant at Halifax. Nova Scotia Power Commission has 
two units in progress for a 6,000 h.p. plant on the Mersey 
river which is to be completed this year. Also, a 20,000 
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kw unit at its Trenton steam plant which will be on line 
early this year. 

Newfoundland Light & Power has a new 10,000 kw 
steam plant under construction at St. Johns. It will be 
ready for operation in 1956. Provision has been made 
for an additional unit to be built as soon as required. 
United Towns Electric Co. is constructing a 2000 h.p, 
development on New Chelsea brook near New Chelsea. 

sritish Newfoundland Corp., Ltd. has been carrying 
out investigations on the Hamilton river in Labrador for 
a project at Grand Falls which site has a power potential 
ot about 3,500,000 h.p. This makes the locale one of the 
major undeveloped power sites in Canada. 


“Canada Today” 


Summing up Canadian Hydro expansion is a concise 
statement contained in “Canada Today” an attractive 
booklet issued by the Bank of Montreal and exemplifying 
the interest of Canada’s financial institutions in the re- 
sources development of the dominion. This 100-page 
pocket-sized atlas is a handy and informative brochure 
on Canadian progress. It observes : 


“Canada has a fresh-water lake area of 235,677 
square miles, This is larger than the fresh-water area 
ot any other country. As all these lakes are above sea- 
level, their outflow in descending to the sea creates 
sources of potential energy at many sites. More than 
half of this potential power is found in the provinces 
of Ontario and Quebec, which are without known 
commercial fuel deposits and in which about 65 per 
cent of the industrial development of the country is 
now concentrated. 

“Canada is second only to the United States in the 
development of water-power. In 1953 its . . . hydro- 
electric power plant capacity produced more than 70 
billion kilowatt-hours of electric energy. This is still 
only about one fifth of the power which Canada can 
produce by harnessing all its known power sites.” (The 
cut appearing in the columns at the beginning of this 
article is taken from the cover of this booklet. Repro- 
duction Courtesy of the Bank of Montreal). 


Record Power Production in Canada—1954 


The latest available official report on power output in 
Canada states : “Production of electric energy by central 
electric stations in the full year 1954 reached an all-time 
high of 69,136,584,000 kilowatt-hours, 5.6 per cent above 
the preceding year’s 65,489,253,000 kwh. At the same 
time consumption rose 5.2 per cent... 


“All provinces shared in the increased production 
in the year 1954, Quebec accounting for almost one- 
half of the national total at 34,732,279,000 kwh. . . . 
Ontario’s output climbed to 20,963,613,000 kwh . .. 
and British Columbia’s to 5,371,338,000 kwh... . ” 
(Source: Canadian Weekly Bulletin, February 25, 
1955.) j 
Depending upon additional information, a further 

compilation of achievements of Canadian public utility 
companies as their announcements come to attention will 
be noted in a future issue of PuBLic UTILITIES FortT- 
NIGHTLY. 
(Continued on page 33) 
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“We've had 17 years of excellent performance 
on 500 jobs by Clevelands,” says 9-time owner 


FRANK BEACH, General Engineer- water line. In conditions like these, 
ing Contractor of Concord, Calif. | where a trencher must pick its way 
bought his first Cleveland in 1937. through numerous obstructions, 
Since then he has bought 8 more  Cleveland’s famous multi-speed 
Clevelands and has done over 500 _ transmission, providing more than 
trenching jobs of all kinds with 30 useful digging speeds—always 
them. Mr. Beach usesonly one word under finger tip control by the 
to comment on the performance of —_ operator—was a big advantage. 


his Clevelands —‘“Excellent.” 
Equally important for profitable 


trenching operations are the many 
other recognized advantages of 
Clevelands. Full-crawler maneuver- 
ability, compactness, versatility, 
dependability, fast, safe portability 


Pleasant Hill area of Contra Costa  —these are just a few of the many 
County, in rough-graded terrain reasons why Clevelands will give 
and adobe soil. you the same excellent performance 
they have given Frank Beach for 
over 17 years. And they’re.... 


Shown above is one of two Cleve- 
lands he used to cut 7,000 feet of 
trench, 2 feet wide by 412 to 5% 
feet deep, for the relocation of a 
6-inch domestic water line for the 
city of Martinez, Calif. in the 


The job called for some careful, 
accurate, stop-and-go digging along- 
side an existing 6-inch transite Good ij) Everywhere. 


Write for Full Line Cleveland Bulletin or see your Local Distributor 


THE CLEVELAND TRENCHER COMPANY « 20100 St. Clair Ave., Cleveland 17, Ohio 


CLEVELAND 
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Canadian Construction to 
Increase in 1955 
PROJECTED private and public in- 
vestment outlays for new construc- 
tion, machinery and equipment in Can- 


| ada will be approximately 6 per cent 


gieater in 1955 than the expenditure 
in 1954, according to a report tabled 
in the House of Commons recently by 
the Minister of Trade and Commerce, 
C. D. Howe. 

The report, entitled “Private and 
Public Investment in Canada—Out- 
look 1955” states that capital expendi- 
tures anticipated for 1955 will amount 
to $5.8 billion, compared with $5.5 
billion spent in 1954. 

The additional strength in the 1955 
capital expenditure program is ex- 
pected to arise from increased activity 
across a wide range of industries. The 
mining industry, with emphasis on 
further development in the petroleum 
field, is expected to show the most 
rapid increase. Spending by utilities 
will likely approximate 1954 levels. 


Canadian Firm Seeks More Gas 
For Shipment to U. S. 


WESTCOAST Transmission Com- 
pany, Ltd., Calgary, Canada, is seek- 
ing to increase its authorized with- 
drawals of natural gas from Alberta’s 
Peace river area, most of which is 
slated for export to the United States’ 
Pacific Northwest. 

Westcoast is asking the provincial 
Conservation Board for authority to 
raise its extraction of Peace river gas 
to 56 billion cubic feet a year from the 
42 billion now allowed. It is also mak- 
ing plans for a second pipeline from 
the Peace river region to the United 
States, which it believes reserves in 
the gas field will be sufficient to justify 
in five years. 

Westcoast is also expected to take 
about 70 billion cubic feet a year from 
nearby British Columbia fields. With 
the proposed Alberta increase that 
would give it about 126 billion cubic 
feet a year, or about enough to pro- 
vide 300 million cubic feet daily for 
United States markets under its con- 
tract with Pacific Northwest Pipeline 
Corp. 
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Twofold Benefits From The 


Analysts Journal 


7, Xs timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 





2. Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
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To Keep Investment Markets Abreast of Your Company 
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20 Broad Street, Room #908 
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¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
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oe © © 8 © o 





THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago « Houston ¢ San Francisco ¢ Tulsa e Philadelphia e Toronto e Calgary Denver 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





rx Ford, Bacon & Davis 
. arenes Engineers cquesns" 


NEW YORK @ CHICAGO @ LOS ANGELES 

















GIBBS & HILL, Inc. 


CONSULTING ENGINEERS 
DESIGNERS *CONSTRUCTORS 
NEW YORK LOS ANGELES 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 





GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 
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PROFESSIONAL DIRECTORY (continued) 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 





DETERMINATION 








She huljian loyoralion 


ENGINEERS e CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
vom Utility Management Consultants Specializing in REGULATORY 
WATER ~ COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management" 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET se. BOSTON 10, MASS. 
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PROFESSIONAL DIRECTORY (continued) 


MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 





Organization © Corporate Practices * Accounting * Budgeting * Financing * Taxes * Stock Transfer * Appraisals * Valuations * Economic 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning ¢ Industrial Engineering * New Business * Rates * Pricing 
Sales and Marketing * Safety © Insurance * Pensions ¢ Employee Welfare * Public Relations * Advertising ¢ Personnel * Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 








FONEERS > 


Pioneer Service & Engineering Co. 





SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 
CHICAGO 4, ILLINOIS 








231 SOUTH LA SALLE STREET 








SANDERSON & PORTER 


ENGINEERS & 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Ind ustrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 

















Whitman, Requardt and Associates 


Publishers of the 35-year-old 





DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Publi ili 
REPORTS — VALUATIONS saninen Slt iii 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 





Abrams Aerial Survey Corporation 


PHOTOG RAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photograbhy — Atlas Sheets — Mosaics — 
Plan and Tobograbhic Mabs — Profiles — Infra-red 
Photography — Photo-interbretation Instruments 


614 E. Shiawassee St. Lansing, Michigan 











Deter F. Loftus 


Cro R P.O R Awa 


ENGINEERING CONSULTANTS FOR OVER 30 YEARS 
Electrical * Mechanical * Structural 
Civil * Thermodynamic ¢ Architectural 


FIRST NATIONAL BANK BLDG., PITTSBURGH 22, PA 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 











LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


for the GAS INDUSTRY 


CONSOLIDATED 
GAS anv SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 














LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation 39 
*Allen & Company ............ 

*Allis-Chalmers Manufacturing Company 

American Appraisal Company, The ...... 35 
American Creosoting Company 17 
*American Telephone & Telegraph Company 


Analysts Journal, The .......... 34 
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Babcock & Wilcox Company, The 4.5 
Black & Veatch, Consulting Engineers .. 35 
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Carter, Ear! L., Consulting Engineer 39 
Cleveland Trencher Co., The ..... 33 
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Commonwealth Services, Inc. .. 29 
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*Glore, Forgan & Co. ........... 
*Guaranty Trust Company of New York 


Haberly, Francis S., Consulting Engineer 39 
*Halsey, Stuart & Company, Inc. . 
*Harriman Ripley & Co. 


Haslam Associates .......... 33 

Hill, Cyrus G., Engineers ..... 36 

*Hill, Hubbell and Company ... 

Hirsch, Gustav, Organization, Inc. 36 

Hoosier Engineering Company .. 37 
1 


*International Business Machines rg 
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Newport News Shipbuilding & Dry Dock Company 
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*Nuclear Development Associates, Inc. . . 
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Pioneer Service & Engineering Company . 16, 38 
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Recording & Statistical ee i 
Remington Rand Inc. ............. 9 
Robertson, H. H., Company .. 15 
*Rust Engineering Company, The .. 
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Designed to save time... 





INTERNATIONAL cab-forward 
RC-180 Series equipped with special line 
construction body with 4-man integral crew 
compartment. Famous Comfo-Vision cab. 
Choice of gasoline or LPG power. 
GVW ratings, 17,000 .to 21,000 Ibs. 
Wheelbases, 112 to 172 inches. 















| Built to save money 





There’s nothing like cab-forward INTERNA- and maintenance that have made INTERNA- 





Sa aod 


TIONAL models to cut the costs of service jobs 
requiring the transport of bulky equipment and 
a number of men. 


These short-wheelbase trucks, with their 
short turning radius, provide quick, easy ma- 
neuverability in narrow alleys, congested 
streets and other hard-to-get-around-in areas. 
They spend less time getting to the job and 
away from it—let your crews do more pro- 
ductive work each day. 


And these INTERNATIONALS save you money 
further because they are built with famous 
INTERNATIONAL quality, Tough-Job engineer- 
ing and all-truck design. Because they have 
all the features for long life, low-cost operation 


TIONAL the heavy-duty sales leader for 23 
straight years. 

Call your INTERNATIONAL Dealer or Branch 
representative and ask for complete details on 
the model or models best suited to your needs. 


INTERNATIONAL HARVESTER COMPANY ¢« CHICAGO 





WORLD’S MOST COMPLETE TRUCK LINE 


200 basic models from 12-ton pickups to 90,000 Ibs. GVW off- 
highway models, including six-wheel, four-wheel-drive, cab-for- 
ward, cab-over-engine and multi-stop delivery types . . . 32 en- 
gines from 108 to 356 hp., with widest choice of gasoline, LPG, 
or diesel power ... wheelbases, transmissions, axle ratios for any 
need ... thousands of variations for exact job specialization. 


International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors...Motor Trucks... Industrial Power...Refrigerators and Freezers 


Watch “The Halls of Ivy,” with Ronald Colman and Benita Hume, CBS-TV, Tuesdays, 8:30 p.m., EST 


INTERNATIONAL TRUCKS 


"Standard of the Highway” 
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FOR EASE OF INSTALLATION, this General Electric gas 
turbine—wired and piped—is mounted on an integral base 
which contains the lube-oil tank. Base also serves as a ship- 
















ping skid. 









POWER GENERATED 


When Supplying 100,000 Ibs. of steam per hour 
R 


ee 


GENERATOR OUTPUT —— MEGOWATTS . 


° 100 200 300 400 
PRESSURE OF STEAM SUPPLIED Ps) 


ee 


IMPROVED PLANT EFFICIENCY results from 
gas turbine's ability to produce steam with hot 
exhaust gases. A. G. Mellor, Power Generation 
Engineer (left) and J. R. Casey, Manager—Gas 
Turbine Marketing, discuss economies resulting 
from obtaining steam from gas turbines for use 
in steam turbine cycles. 


.§ 


Gas turbines can mean new system economies 


Operating records confirm that they can boost station 







Field reports on gas turbine per- 
formance plus recent design ad- 
vances add up to a new approach for 
many electric utilities to improve 
efficiency at attractively low dollar 
investment per kilowatt. 

GAS-STEAM TURBINE CYCLE 
Simple cycle gas turbines can be 
used in combination with steam 
turbines, where the hot exhaust gases 
from the gas turbine are reclaimed 
in a recuperator to heat the feed 
water in the steam cycle. This offers 
the possibility of increasing station 
capacity beyond the rating of the gas 
turbine and increasing station effi- 
ciency. In the Rio Pecos station on 
West Texas Utilities’ system, for 
example, a 5000-kw unit advanced 
station capacity by 6611 kw, lower- 
ing station heat rate by 15.2 percent 
at the same time. 


NEW TECHNOLOGICAL ADVANCES 
General Electric has built and in- 
stalled 17 gas turbine units in elec- 
tric utility plants. This is over 90 
percent of the gas-turbine generators 
in use today in this country’s utility 






capacity and efficiency in combination with steam turbines 


industry, and it represents an un- 
equalled fund of design and field 
experience. This extensive practical 
background has resulted in im- 
proved designs and reduced installa- 
tion costs. Gas turbines now can be 
used for small and medium base- 
load plants, end-of-line generation, 
standby, and peak-load stations, as 
well as topping units. 

Most utilities are confronted with 
the need to step up system capacity 
and efficiency. In looking for an 
answer, recently the question has 
been asked, “What about the gas 
turbine?” More and more, the 
answer, based on technological ad- 
vances and performance reports, is 
“Sounds good! Let’s investigate.” 
Ask your G-E Apparatus Sales repre- 
sentative for details on how the gas 
turbine can fit into your utility ex- 
pansion programs, or write General 
Electric Co., Section 301-283, Sche- 
nectady 5, N. Y. 


MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 














